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THE PROBLEM OF DUOPOLY 


WHETHER it pays a firm to raise or to lower its price depends 
on the effect such action would have on the amount of its sales, 
and this depends in part on the nature of the reactions of com- 
peting firms. The nature of these reactions is the problem of 
duopoly, or, to speak more properly, of oligopoly.1_ The assump- 
tion of perfect competition prevents the problem from arising. 
With polypoly in an imperfect market (though some would want to 
deny that that is possible) the problem is not material, for each 
firm is confronted with a demand curve which depends only on 
the condition of the market, the reactions of competing firms 
being negligible in their repercussions on the firm under considera- 
tion. But where conditions of polypoly do not prevail, then, 
whether the market is perfect or imperfect, the problem is a real 
one. 

The solution that I put forward in this article shows con- 
siderable resemblance to various solutions which have been 
published in the last two or three years by some of that vast host 
who have gathered in this field. The resemblance is, I think, 
not quite as close as may superficially appear. But in any full- 
dress treatment I should feel called upon to indicate in what 
respects my solution was related to, and in what respects it 
differed from, the work of others. The compass of an article is 
too limited for such references, and in order to make my meaning 
as plain as possible, I have sedulously refrained, except in one 
instance, from weaving into my own exposition threads of dis- 
course concerning contemporary literature. A general acknow- 
ledgment must here suffice.” 


1 T confine myself in this article entirely to duopoly. But everything that I 
have to say can be extended to oligopoly. For the sake of brevity, of simplicity 
and of euphony, I refrain from such extension, the nature of which is usually 
obvious. 

2 I might, however, mention that the characteristic of my solution is asym- 
metry and that asymmetry has been imported into the theory of duopoly by 
Professor Pigou (Economics of Stationary States, p. 92), by Dr. von Stackelberg 
(Marktform und Gieichgewicht), by Mr. Coase (‘‘ The Problem of Duopoly Re- 
considered,” Review of Economic Studies, February 1935), and doubtless by 
others. 
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The Cournot—Bertrand difference of opinion provides to-day 
what is generally considered the easiest route towards a solution 
of the duopoly problem. Cournot’s solution is correct on the 
assumption that firm A supposes that no matter what its own price 
and sales ! may be, firm B will always keep its sales constant ; 
and that firm B makes the same supposition about firm A. The 
absurdity of this assumption (of the perpetration of which 
Cournot was doubtless unconscious) is sufficiently evident, and 
so we come to Bertrand’s objection péremptoire. But the solution 
of Bertrand and his successors is itself based on an assumption, 
once again tacitly. This time the assumption relates to the 
competitor’s price and not to its sales : each firm must be assumed 
to suppose that, no matter what its own price and sales may be, 
its competitor will always keep its price constant. All this was 
pointed out by Wicksell and is to-day familiar. It is embodied in 
the doctrine that there is no one solution of duopoly, it being all a 
question of the nature of the assumptions made by each firm about 
its competitor. And much work has been devoted to the nature of 
such assumptions and to the consequences which ensue. 

It is indeed clear that every position of equilibrium must 
depend on the nature of the mental processes to which those who 
control firms are subject. But this is not a peculiarity of duopoly. 
The ordinary equilibrium of competition demands from business 
men a compliance with the marginal principle such as even many 
students of economics find difficult to fulfil, In so far as the 
thoughts of business men diverge from what is attributed to them, 
the influence of their thoughts on their actions calls for study. 
It is, however, usually admitted that a reasonably good approxi- 
mation to the truth is obtainable by assuming that business men 
think sensibly, for even if in fact they are not very sensible, they 
will as a result of trial and error behave in much the same way as 
though they were. 

And so too with duopoly. Instead of attributing to each 
firm more or less crazy assumptions about the nature of its 
competitor’s behaviour, it is tempting to postulate that the 
assumptions which it makes are correct, being based either on 
supreme intelligence or on the employment of the method of trial 
and error. In this way we shall arrive at the wnique position of 
duopoly equilibrium, the deviation of any other position from this 
unique position being a measure of the stupidity of the assumption 
about his competitor’s behaviour with which, rightly or wrongly, 
the business man is credited. 


1 T use the word “ sales ’’ in the sense of physical volume. 
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It was this unique position of equilibrium which Mr. Harrod 
set out to determine.!' Each firm works on the basis of a demand 
curve which makes full allowance for the reactions of its com- 
petitor to its own conduct. In order to find the slope of this 
demand curve, Mr. Harrod assumes that ‘‘ when the first duopolist 
increases output by Az, the demand curve of the second duopolist 
moves to the left by an amount equal to Ax throughout its range.” 
Mr. Harrod has here failed to avoid the danger which, as Professor 
Pigou has more recently pointed out,” threatens any such attempt 
to solve the problem. The second duopolist’s demand curve has 
to pay the same attention to the reactions of the first duopolist 
as does the first duopolist’s to those of the second. Every point 
on the second duopolist’s demand curve corresponds to a certain 
equilibrium state of behaviour of the first duopolist. ‘The second 
duopolist’s demand curve will be moved “ to the left by an amount 
equal to Ax throughout its range ” if something has happened to 
increase the first duopolist’s equilibrium output, above what it 
would otherwise have been, by a constant amount Az. But 
Mr. Harrod has not postulated any such “something.” His 
increase Ax in output does not represent a shift in the first du- 
opolist’s position of equilibrium, but a shift owt of equilibrium 
undertaken with a view to seeing what will happen. Now the 
second duopolist’s demand curve is drawn on the assumption that, 
for every point on it, the first duopolist is in equilibrium, and it 
ceases to have any significance as soon as it is postulated that 
equilibrium no longer obtains. Mr. Harrod’s short cut to a 
unique solution to the problem of duopoly turns out to be im- 
practicable. But a more devious route remains open. 

We are concerned with the effect on firm B’s policy of a change 
in firm A’s behaviour (as represented by its sales and price). It 
is, however, impossible to discuss the nature of a change in policy 
until we know what is to be implied by the statement that there 
has been no change in policy. If it is said that firm B has not yet 
altered its policy, as a result of an increase in A’s output and a 
reduction in A’s price, what are we to understand? It cannot be 
that everything is the same for B as it was before. For if B 
continues to charge the same price as before, its output must have 
fallen; while if it maintains its output, it must submit to a lower 
price. In which case, if either, can B be said to be pursuing the 
same policy as before, in spite of the cut in A’s price ? 

This is no mere verbal point. ‘‘ No change in policy ” repre- 

1 Economic JouRNAL, June 1934, p. 335. 
* Economics of Stationary States, p. 92. 
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sents a different state of behaviour in one case from what it does 
in another, and the position of duopoly equilibrium is different 
accordingly. We have to distinguish the automatic, direct 
effects on a firm’s sales and price from the effects which result from 
conscious decision, calculation, or the use of trial and error. So 
long as the effects are confined to the former class no change in 
policy can be said to have occurred. It is with the development 
of the latter that a change in policy shows itself. The nature of 
this change of policy will depend on the nature of the new situa- 
tion which comes into being when A cuts its price and expands its 
sales. The nature of this new situation will depend on B’s auto- 
matic response—on what course its behaviour pursues before the 
change of policy has become effective. And so the position of 
duopoly equilibrium depends essentially on what, in the particular 
case under consideration, ‘‘ no change of policy ” may be said to 
denote. 

If B keeps its price momentarily fixed when A cuts its own price 
and increases its sales, leaving the full impact of the change to fall 
on its sales, an immediate situation is set up which is materially 
different from that which would have been set up if B had kept its 
sales constant, leaving the full impact to fall momentarily on the 
price that it receives. And the further repercussions which ensue 
will be entirely different in the two cases. 

It will simplify the argument to confine our treatment to the 
two extreme cases, leaving it to be understood that any given case 
may be intermediate in nature. 

(a) At one extreme we have the case where, in spite of a change 
in a competitor’s price, firms’ prices remain constant automatically 
until they are altered as a result of deliberation or experiment. 
In view of the nature of the objection advanced by Bertrand against 
Cournot’s solution of the problem of duopoly, it will, on purely 
mnemonic grounds, be convenient to describe this case as 
Bertrandesque. 

(b) At the other extreme is the case where it is the volume of 
sales that automatically remains constant until some other 
decision is arrived at. This case may no more appropriately be 
called Cournotesque. 

In the case of very many commodities a definite and fixed price 
is announced to the world, and is altered only as a result of a 
special decision. Here the approximation to the Bertrandesque 
type is complete. In many other cases the approximation is very 
close. On the other hand, there are commodities where, owing to 
the costs or impossibility of storage and to the length of the period 
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of production (in the short-period sense of the life of working 
capital), it is the volume of sales which continues unaltered until a 
definite decision is made to alter it. Here, where the price must 
vary from moment to moment according to the condition of the 
market, the case is completely Cournotesque. For raw materials 
which are capable conveniently of being stored no definite rule 
can be laid down. There are many large producers of such raw 
materials, and pools dealing with surplus stocks, which operate by 
announcing to the world a definite price at which they are pre- 
pared to deal. Here the tendency is strongly Bertrandesque. 
More usually the price will be left to the speculators, and policy 
will be expressed in terms of a definite rate of turnover, to be 
adhered to until policy is altered. Here the conditions of the 
Cournotesque type may be fairly closely realised. 

It is clear that in practice most cases approximate to the 
Bertrandesque, and that is the case to which I shall confine myself 
in the main, leaving the nature of the Cournotesque case to be 
brought out by analogy rather than by~a re-formulation of 
elaborate analysis. 

The duopoly equilibrium that results from the Bertrandesque 
type of behaviour may be described as Bertrandesque equilibrium. 
Similarly for Cournotesque equilibrium. These positions of 
equilibrium are to be distinguished from the Bertrand and 
Cournot equilibria. The latter are based on the assumption that 
each firm believes that, in response to a small change in its price 
and sales, the other firm will make no change, neither immediately 
nor at any time in the future, in its own price or sales (as the case 
may be). The Bertrandesque and Cournotesque equilibria, on 
the other hand, are characterised, not by the nature of the firms’ 
beliefs, whether right or wrong, but by what happens in actual 
fact. It is assumed that the firms’ beliefs are not erroneous; 
and, furthermore, it is a question merely of the automatic, immedi- 
ate impact of a change on the firms’ prices and sales, and not of 
what happens after calculation and deliberation begin to show their 
influence. The Cournot equilibrium is attained where each firm 
thinks that the other firm will keep its sales unaltered, both now 
and for ever more. The Cournotesque equilibrium is attained 
where each firm knows how the other firm will react and where the 
reaction takes the momentary form of keeping sales constant, but 
probably not for very long. 

The absurdity of the Cournot assumption has frequently been 
pointed out. That a firm should behave as though its com- 
petitor’s sales cannot be altered is contrary to reason. The 
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Bertrand assumption—that each firm imagines that its com- 
petitor’s price will never be altered as a result of its own be- 
haviour—has also little to recommend it. The remedy is some- 
times thought to lie in adopting some intermediate, and more 
sensible, assumption. But the solution must still be based on 
attributing to firms particular beliefs, and these beliefs, though 
less stupid than those associated with the names of Cournot and 
Bertrand, cannot be correct, for the correct beliefs are not such as 
can be expressed in the form: “If I cut my price by a certain 
amount, he will cut his price by a smaller, but perfectly definite, 
amount.” Such a statement has no meaning. (If it had, Mr. 
Harrod’s solution would be correct.) 

My use of the Bertrandesque and Cournotesque types, and of 
any intermediate type to which a particular case may conform, 
is not subject to any such difficulty. It is simply a practical 
question of the nature of the mechanism by which disturbances 
are in fact propagated from one firm to another. According to 
the extent to which the immediate impact is confined to the volume 
of a firm’s sales as compared with the extent to which there is an 
automatic reaction on the firm’s price, the ultimate position of 
equilibrium will be established closer to the Bertrandesque 
position and farther from the Cournotesque. I contemplate. 
therefore, a complete range of positions of duopoly equilibrium, 
varying between the Bertrandesque and the Cournotesque ex- 
tremes. But every such position is a unique position, in the sense 
that it is derived on the assumption of rational beliefs. The 
difference between one such unique position and another is a 
difference not of belief but of fact, of technical conditions and 
market practice rather than of psychology—it is a difference in 
the extent to which the immediate impact of change is distributed 
between a firm’s sales and its price. 

I have so far been referring to a firm’s sales rather than to its 
output. But as soon as we wish to consider the effect of costs of 
production, the volume of output has to be brought into the 
picture. The complications which arise when sales are capable of 
differing from output, while important, will not be considered here. 
Henceforth I shall use the word output rather than sales, leaving 
it to be understood that the two are kept in equality. It is, 
however, important that this understanding should not be inter- 
preted too literally. If sales were incapable of differing from 
output for so much as a single instant, the Bertrandesque case 
could not possibly be realised. or if a firm’s price is momentarily 
held constant against a change in the price charged by a com- 
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petitor, the volume of sales must alter before output has time to 
alter, the difference being reflected in a change in stocks. But we 
are at liberty to assume that this discrepancy is not maintained for 
long, that output follows sales with only a short time lag, and that 
the response of output to sales is automatic in the sense that it does 
not necessitate any change of policy, the volume of production being 
naturally determined by whatever the volume of sales happens for 
the moment to be. 


We may now consider the nature of the duopoly equilibrium 
which will be established for the Bertrandesque type, the extreme 
to which in practice most cases approximate. It will, I think, 
promote the clarity of the exposition if in the first place the 
case of a perfect market is briefly dealt with, for here the essential 
nature of the equilibrium is most clearly revealed. It is so 
revealed, however, only at the expense of some incidental fantasy. 
I must ask the reader to remember that this fantasy is to be 
associated with the assumption of a perfect market, not with the 
duopoly equilibrium which I am describing, and that the fantasy 
will dissolve as soon as we are at liberty to consider an imperfect 
market. 

It will be convenient to refer to the output which equates 
a firm’s marginal cost to the price in a perfect market, the marginal 
cost curve being a rising one for this level of output, as the firm’s 
competitive output. 

We now start with two firms selling their product in the same 
perfect market, and let us examine the competitive position, in 
which each firm is producing its competitive output, with marginal 
cost equated to the price. If one of the firms increases its output 
the price will clearly fall, the firm’s marginal cost will now exceed 
the price, and its profits will have been reduced. It follows 
that output will not be increased beyond the competitive point. 
We now have to consider whether it will pay either firm to reduce 
its output and raise the price. If firm A reduces its output, firm B 
will at the most increase its output by the amount required to 
maintain equality between its marginal cost and the price. Thus 
the increase in firm B’s output will be of no higher order of 
magnitude than the rise in price itself, being equal to the rise in 
price divided by the slope of firm B’s marginal cost curve. The 
decrease in the aggregate output of the two firms is of the same 
order of magnitude as the rise in the price, being equal to the rise 
in price divided by the slope of the aggregate demand curve. 
Hence the decrease in output of firm A is also of the same order of 
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magnitude as the rise in the price. Firm A will have attained a 
small rise in price at the expense of but a small decrease in its 
output, and since its marginal cost was previously equal to the 
price, its profits will have increased. It will thus be induced to 
reduce its output below its competitive output. In more familiar 
language, the demand for the individual firm is not perfectly 
elastic at the competitive price, while it is only when demand is 
perfectly elastic that the competitive output is produced. 

We thus conclude that competitive equilibrium is impossible. 
So long as each firm believes in the Bertrand assumption—that 
the other firm will keep its price constant—the competitive output 
will be produced. But one firm will soon discover that by raising 
its own price it can induce the other firm, which for the moment 
will be producing in excess of its competitive output, to raise its 
price too. 

Next let us suppose that each firm is producing appreciably 
less than its competitive output, marginal cost in each case being 
below the price. The position now is entirely different. If firm 
A raises its price by a small amount, the immediate effect will be 
to increase B’s output by a large amount, since in the Bertrand- 
esque case which we are considering B does not for the moment 
alter its price. B’s output may now exceed its competitive output, 
but its reaction to the rise in A’s price will be to reduce its output 
by no more than is required to bring it down to the competitive 
amount, at which marginal cost and price are equal. Thus a 
small rise in A’s price will result in a finite reduction in its output, 
and it will not pay A to raise its price. B’s output no longer rests 
on the buffer provided by its marginal cost curve, with the result 
that the demand for A’s product is perfectly elastic. 

It follows that it does not pay A to raise its price with both 
firms producing less than their competitive outputs. We now 
have to consider whether it will pay A to lower its price with the 
object of expanding its output. At first glance the following 
argument suggests itself: If A lowers its price, B will lose all, or 
most of, its output so long as it adheres to the old price. B will 
therefore be compelled in self-defence to lower its price too, and 
both firms will be worse off than they were before. Aware that 
this will be the consequence of a cut in its price, A will refrain from 
making it. 

If this line of argument is correct, equilibrium is indeter- 
minate : it pays neither firm to raise nor to lower the price, and 
the price (provided that it lies between the competitive price and 
the monopoly price) is what it is because it happens to be so. 
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In practice this kind of indeterminacy must often prevail, and 
in any complete study of duopoly much attention would have 
properly to be devoted to it. It does, however, imply that each 
firm can trust the other firm not to initiate a price cut inde- 
pendently, for it is only then that firm A will believe that it can 
deter firm B from cutting its price by holding its own price 
constant. Such a belief implies some suspicion of co-operation 
between the firms—what } shall call the first degree of collusion 
must be said to prevail. It is collusion of a pretty innocent nature, 
but the backbone of the theory of duopoly must be evolved on the 
assumption that no firm has any trust whatever in its competitors. 
This means that from A’s point of view any cut in B’s price which 
may happen to follow temporally on a cut in A’s price has no 
causal connection with it, and would have taken place anyhow. 
Asmall cut in A’s price has therefore in itself the effect of increasing 
A’s output by a finite amount, since in itself it transfers all B’s 
customers to A, and it therefore pays A to cut its price. Thus 
equilibrium cannot rule when both firms are producing less than 
their competitive outputs. 

As long as one adheres to the assumption of a perfect market 
it is a little difficult to visualise the complete absence of collusion 
of the first degree. We shall find, however, that in a moderately 
imperfect market such collusion is far less likely to take place, and 
since we are merely engaged now in preparing the way for a 
discussion of an imperfect market, we may proceed on the basis 
of an assumption which in the ideal case of a perfect market 
would have little to recommend it. Meanwhile we may take note 
of a method of analysis which avoids the difficulty. The first 
degree of collusion is essentially uni-directional in its operation. 
Under its influence the firms may refrain from cutting the price, 
but they will not be induced to raise the price. If firm A raises its 
price, firm B will simply take over A’s customers, and A will be 
left with sales reduced to little or nothing. A will not therefore 
be encouraged to raise its price by the hope that B will then raise 
its price equally, to the benefit of both the firms. It requires a 
much higher degree of collusion before such a hope can be sup- 
ported (a degree of collusion which will in fact result, by the tacit 
co-operation of the two firms, in the establishment of the monopoly 
price). So long as we contemplate collusion of no higher degree 
than the first, it does not interfere with the establishment of the 
unique position of duopoly equilibrium, provided that we start 
with the price below the equilibrium price. It is only when the 
price happens to start above the equilibrium level that this col- 
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lusion may prevent it from being cut to the equilibrium level. 
It follows that if we conduct our inquiry by examining the effect 
produced by a rise in a firm’s price, concluding that the price 
exceeds the equilibrium price when the effect is to curtail profits 
and that it falls short of the equilibrium price when the effect 
is to increase profits, collusion in the first degree will not appear 
in the picture. For we shall be considering the establishment of 
equilibrium from a position in which the price has to rise before it 
reaches its final value. 

In this way we have in effect already shown that if both firms 
are producing their competitive outputs, the price must be below 
the equilibrium price, for a small rise in the price charged by one of 
the firms will involve it in but a small decrease in output; while 
if both firms are producing less than their competitive outputs, 
the price must be above the equilibrium price, for now a small rise 
in the price charged by one firm will involve it in a large decrease in 
output. It follows that if there is any unique position of equi- 
librium at all, it must be one in which one firm is producing its 
competitive output while the other is producing less than its 
competitive output. 

Asymmetry is the most obvious characteristic of the unique 
position of duopoly equilibrium to which this article is devoted. 
Let us now examine such an asymmetrical situation. One firm, 
say B, is to be supposed to be slightly but continuously under- 
cutting the other firm, A, with the result that B could, if it wanted 
to, supply the whole market. It does not, however, pay it to 
produce more than its competitive output, at which its marginal 
cost is equal to the price, while A is left with that part of the 
aggregate demand which B does not meet, so that A has to be 
content with less than its competitive output. It will be con- 
venient to refer to A as the price leader 1 and to B as the price 
follower. As the price leader raises its price the price follower 
follows suit, lagging infinitesimally behind. Thus the output of 
the price leader at any price is equal to the amount demanded by 


1 It might perhaps have been better to devise a new term, for I am anxious to 
avoid many of the associations with which the concept of price leadership is 
connected. Though the name was suggested to me as a result of reading Mr. A. J. 
Nichol’s Partial Monopoly and Price Leadership (published by the author, 1930), 
I do not desire to abstract more than the purest essence of Mr. Nichol’s meaning 
(if I have interpreted it correctly). In fact I use the term in a purely descriptive 
sense, in order to distinguish between the two firms (the existence of asymmetry 
being the essence of my treatment). Still less do I desire to suggest that my price 
leader is regarded by the rest of the industry as charged with its corporate 
interests, in the manner hinted at by Professor Chamberlin (Theory of Monopolistic 
Competition, p. 50, note). 
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the market at that price minus the price follower’s competitive 
output at that price. One particular price, determined by 
ordinary monopoly principles,! will maximise the price leader’s 
profit. At this price the position of duopoly equilibrium which 
corresponds to the Bertrandesque type of behaviour has been 
reached. 

The essential condition of equilibrium is that the price follower 
always keeps its price just below the price leader’s price, no matter 
what this may be, and produces the maximum output which it is 
profitable to produce at that price. Thus the position of the price 
leader, who has to take what is left, is inferior to that of the price 
follower, at any rate if the two firms are not very dissimilar, and 
it would pay the price leader to change positions with the price 
follower, under-cutting instead of being undercut. If an attempt 
is made in that direction, equilibrium is upset, and is not re- 
established until either the attempt meets with complete success 
or has to be given up asa failure. The nature of such disturbances, 
and the reasons why they are unlikely to be frequent, will be 
discussed when we come to the more realistic case of an imperfect 
market. For the present, retaining the assumption of a perfect 
market, we assume that the leader is prepared, perhaps as a 
matter of prudence, to accept, for the present at any rate, its 
position of relative disadvantage. 

It should be emphasised—this too will appear clearer when 
we come to an imperfect market—that the difference between the 
leader and the follower is a difference of situation rather than of 
mentality. The belief on the basis of which each firm acts is 
correct, the difference between the natures of the two firms’ 
beliefs being due to the difference between the situations in which 
they find themselves. This difference may be summed up in the 
statement that while the price follower’s demand curve is per- 
fectly elastic, that of the price leader is a falling one, being obtained 
by subtracting laterally from the aggregate demand curve the 
price follower’s marginal cost curve. 

All this is for the Bertrandesque case. If, to take the other 
extreme, the Cournotesque case, the firms momentarily keep their 
outputs rather than their prices constant when the situation 
alters, a very different position of equilibrium is reached. 


For the present, however, we continue with the Bertrandesque 
and turn now to the case of two firms selling in an imperfect 
market, a case far more congenial to this type of analysis. 


1 Cf. Nichol, op. cit., p. 29. 
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The demand curve which would govern the behaviour of one 
firm if, as it altered its price and output, its competitor always 
adhered to a constant price, may be termed its Bertrand demand 
curve. The slope of this Bertrand demand curve depends on the 
degree of imperfection of the market and its position depends on 
the price charged by the other firm. The output at which 
Bertrand marginal revenue (obtained off the Bertrand demand 
curve) is equal to marginal cost may be described as the firm’s 
Bertrand output. In the case of a perfect market the Bertrand 
demand curve is perfectly elastic and the firm’s Bertrand output 
reduces to its competitive output. But a perfect market is 
merely the limiting case, and the argument already sketched out is 
equally applicable to the general case of an imperfect market. 

Let us begin by imagining both firms to be producing their 
Bertrand outputs. If now one firm, say A, raises its price, the 
immediate effect on the other firm, B, which, in the Bertrandesque 
case that we are considering, for the moment keeps its price 
unaltered, is to bring its output to a point at which its Bertrand 
marginal revenue is less than its marginal cost. It follows that B 
will respond by raising its price, for it can increase its profits by 
doing so even on the most unfavourable hypothesis—that A will 
now keep its price unaltered. 

Thus if both firms are producing their Bertrand outputs, a 
rise in A’s price will lead to some rise in B’s price. But a rise in 
A’s price would, with A producing its Bertrand output, only just 
fail to increase A’s profit if B were to keep its price unaltered. 
Thus a rise in A’s price will in fact lead to an increase in A’s profit. 
The position in which both firms are producing their Bertrand 
outputs is, therefore, not one of equilibrium. 

Now let us imagine both firms to be producing outputs for 
which Bertrand marginal revenue exceeds marginal cost. If A 
raises its price and B for the moment keeps its price unaltered, B’s 
output will be brought closer to its Bertrand level. But so long 
as the Bertrand output is not actually attained, B will be under no 
incentive to respond by raising its price, which will remain at the 
previous level if it is not actually reduced (just as it would have 
been reduced if A had not raised its price). It follows that A’s 
profit must necessarily decline as a result of A raising its price, 
and consequently that equilibrium cannot obtain with both firms 
producing less than their Bertrand outputs. 

Consideration of a cut in price, as opposed to a rise, brings us 
once again up against collusion in the first degree. In an imperfect 
market, however, such collusion turns out to involve something 
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far more in the nature of tacit conspiracy than was the case in a 
perfect market, and the assumption that it is not in operation now 
offers no difficulty. Whereas in a perfect market an infinitesimal 
cut in price by one firm deprives the other firm of a finite part of its 
output, the effect now is only infinitesimal. It is the less likely 
that, with both firms producing below their Bertrand outputs, one 
firm will be restrained from, cutting its own price by the belief that 
the other firm is not doing likewise, but that it will be instigated to 
follow suit as soon as, though no sooner than, a cut is initiated. 
If we imagine the cuts in price to be infinitesimal but numerous, 
so that at one moment of time neither firm can be conscious 
whether its competitor is cutting its price or not, it seems in 
general unlikely that collusion of the first degree will be in 
evidence. If both firms are producing less than their Bertrand 
outputs, B will be cutting its price whether A cuts its price or not, 
so that a cut in A’s price has the effect per se of increasing A’s 
profit. Collusion of the first degree is not an impossibility in an 
imperfect market, but the possibility will not here be pursued. 

And so again we arrive at the conclusion that the position of 
equilibrium is one of asymmetry. One firm, the price follower, 
produces its Bertrand output, for the price leader’s price does not 
alter with its own, while the other firm, the price leader, produces 
less than its Bertrand output, since a change in its price brings 
about a change in the same direction in the price follower’s price 
such as to maintain equality of Bertrand marginal revenue with 
marginal cost. 

For every price that the price leader might charge there is a 
certain Bertrand demand curve for the price follower. From 
this Bertrand demand curve the follower’s marginal revenue curve 
can be derived, and the follower’s output and price, corresponding 
to the particular price charged by the leader, are given by the 
intersection of this Bertrand marginal revenue curve with the 
follower’s marginal cost curve. The leader’s output, corre- 
sponding to this particular price, can then be derived, and so we 
obtain the leader’s demand curve, which is steeper than its 
Bertrand demand curve because a change in the leader’s price 
brings about a change in the same direction in the follower’s price. 
From the leader’s demand curve its equilibrium output and price, 
and so those of the follower, can be derived. 

So long as the follower keeps its price constant, as it will at 
first in the Bertrandesque case that we are considering, the leader 
can increase its profit by cutting its own price below the equilibrium 
level. But the follower’s output will now begin to fall short of its 
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Bertrand output, and it will find that, for every value of the 
leader’s price, it can increase its own profit by cutting its price in 
turn. This it will do, with the result that the leader’s profit wili 
be rapidly brought down below the original amount that it was 
earning in the equilibrium position. Profiting by this experience, 
the leader will return to the equilibrium position, and stay there, 
for in this way it can induce the follower to maintain its own 
price. The follower, on the other hand, cannot by raising its 
price above the equilibrium level induce the leader to raise its 
price too. For with the follower’s price held constant even at the 
equilibrium level it will pay the leader to lower its price—a fortiori 
if the follower holds its price constant above the equilibrium level. 
It is the correlation that exists between the follower’s price and 
its own which causes the leader to maintain its price. Only by an 
alteration in the complete correlation, not merely by an alteration 
of its price, could the follower influence the leader’s price.! 

Thus the difference between the behaviour of the two firms 
is the result of the difference in their situations. One firm’s 
output is resting on the impenetrable barrier provided by the 
equality of Bertrand marginal revenue with marginal cost, and a 
rise in its competitor’s price has the effect, so long as it keeps its 
own price constant, of raising its actual output above its Bertrand 
output, so that a reduction of output is now profitable. But the 
leader’s output is less than its Bertrand output, so that a rise in its 
competitor’s price does not necessitate any response on the part 
of its own price. Not only does the follower behave as though the 
leader’s price were independent of its own, but this is in fact the 
case; while the leader takes such account of the reactions of the 
follower’s price to a change in its own as do in fact occur. There 
are thus two, and only two, unique positions of equilibrium, 
according to which of the two firms happens to be in the position 
of the price leader and which in the position of the price follower. 


In many cases it will be a matter of historical accident which. 


of these two positions of equilibrium is set up. But if the firms are 
sufficiently dissimilar, in regard to size, costs and the nature of the 
market’s preferences for their products, one of the two positions 


1 Thus if the follower were to simulate the conduct which would be appropriate 
if its marginal cost were higher than it actually is, lowering its price with the 
leader’s, but maintaining a narrower gap between them, a more profitable situa- 
tion might result in equilibrium. Such conduct would necessitate a higher degree 
of intelligence than I am prepared to concede. I imagine my firms to be searching, 
by means of experiment or of trial and error, for the most profitable price and 
output—but not for more than that, not for the most profitable line of reaction to 
a change in a competitor’s behaviour. 
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will be more profitable for both the firms than the other, and that 
one will then be selected. It is only if the two firms are rather 
alike that both firms would be better off as follower rather than 
leader, and in a fairly imperfect market it does not require a very 
high degree of dissimilarity to pre-destine one firm for the position 
of follower and the other for the position of leader. 


To establish my claim that the position of equilibrium that 
I am describing is, in a certain sense, unique, it may be helpful 
to demonstrate in mechanistic terms how it might be established. 
So long as it is maintained that the position of equilibrium 
depends on what each firm believes about the other firm’s be- 
haviour, a mechanical model is obviously impossible. It is of the 
essence of my way of thinking that the ultimate position of 
equilibrium does not depend on the nature of firm’s beliefs, which 
can be supposed to become rapidly revised if they start by being 
erroneous, but on what in fact happens. It depends_in particular 
on whether the immediate reaction on one firm of a change in the 
policy of the other firm is confined to its sales, its price for the 
moment remaining unaltered—the Bertrandesque case—or 
whether it is confined to its price, its sales for the moment remain- 
ing unaltered—the Cournotesque case—or whether some inter- 
mediate assumption is appropriate. 

Our mechanical model is one in which each firm, independently 
of the other, is constantly engaged in making small random shifts 
in its policy, with a consequent effect on its profits. The 
mechanism is such that the policy is gradually modified in the 
direction in which a small shift shows itself to have the effect of 
increasing profits and away from the direction in which a small 
shift diminishes its profits. 

In the Bertrandesque case it is the price which has to be 
supposed to shift up and down, searching for higher profits, while 
in the Cournotesque case it is the output; in an intermediate case 
it is an appropriate conjunction of price and output. Whether 
the shifting is by way of occasional discontinuous steps, each 
followed by a period of rest, or whether it takes the form of a 
continual fluctuating movement, makes no difference. This is 
not obvious at first sight, for in the case of a continual fluctuating 
movement it might well be asked what difference it makes whether 
it is the price (the Bertrandesque case) or the output (the Cour- 
notesque case) which is deemed to fluctuate; for in fact they both 
fluctuate in contrary motion. The answer is that although the 
price and output are both continually fluctuating, their fluctua- 
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tions cannot both be independent of the fluctuations of the other 
firm. In the Bertrandesque case the price fluctuates about a 
mean level which is independent of the phase of its fluctuations 
which the other firm happens to have attained, while the output, 
on the other hand, is ceteris paribus smaller if the other firm’s price 
happens to have reached the lower region of its cycle than if it is 
negotiating the upper region. In the Cournotesque case the rdles 
are reversed: the output’s fluctuation is an independent one, 
while the course of the price is governed by the fluctuations of both 
firms. 

It need scarcely be pointed out that there must be nothing in 
the way of synchronisation. The fluctuations must either be 
quite irregular or, if they are regular, the periods of fluctuation 
of the two firms must neither be equal nor bear to one another the 
ratio of any two whole numbers. 

We continue now to confine ourselves to the Bertrandesque 
case. The mechanism, as so far described, will not establish 
my unique position of duopoly equilibrium. The equilibrium that 
it will establish—for equilibrium it is—has an interest of its own, 
but it cannot be discussed in this place. In order to secure my 
duopoly equilibrium we must endow the mechanism with memory. 
Let us suppose a situation in which every downward fluctuation 
of the price of one of the firms, below a momentarily constant 
mean, has the effect of increasing its profit, and that every upward 
fluctuation of its price has the effect of diminishing its profit. 
Then, as we have so far described the mechanism, the mean about 
which the price fluctuates will be lowered, under the downward 
drag of increasing profit. But now let us suppose that as the 
reactions on the behaviour of the other firm have time to develop, 
the profit of the firm which is under consideration, averaged over a 
large number of fluctuations, becomes gradually reduced below 
what it previously was. The situation is one, in other words, in 
which a lowering of the mean price has the momentary effect of 
increasing profits, but ultimately leads to a reduction of profits. 
In such a case it is to be supposed that the mechanism, being 
endowed with memory, gradually raises the mean level about 
which the price fluctuates in spite of the fact that every downward 
fluctuation of the price increases profit and every upward fluctua- 
tion diminishes profit; and that it continues to raise the mean 
level in this way until the profit, averaged over a large number of 
fluctuations, just begins to decline. 

Such a mechanism will settle down in one or other of the two 
unique positions of duopoly equilibrium. No other position is 
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possible. In an equilibrium pesition the vrice leader’s fluctue- 
tions will suggest that a downward znovyement of its mean price 
would increase its profit. Its mean price may therefore begin 
to fall, but after a short lapse of ‘ime—sufticient to cause the 
price follower to lower the mean about which its own price is 
fluctuating—the leader’s profit, though still increased by every 
downward fluctuation of its price, will have become less than it 
previously was. As a result of memory, the mean price will then 
be restored to its former level. 

In the case of the follower, memory has no part to play. Both 
upward and downward fluctuations of its price have the effect of 
reducing its profits, and there is therefore no incentive to alter its 
mean price. If it were to raise its mean price above the Bertrand 
jevel (at which marginal cost is equal to Bertrand marginal 
revenue), and keep it there for some length of time, not only 
would it suffer an immediate reduction in its profits, but with the 
lapse of time its profits would progressively decline, for the 
follower would now start lowering its mean price, being no longer 
restrained from doing so by the lowering of the follower’s price 
which would be the normal response to such a movement. 

A possible objection may here arise. If each firm is charging 
a price higher than its Bertrandesque price (but lower than the 
monopoly price), and each firm is in consequence engaged in 
progressively lowering its mean price, it will find that, with the 
lapse of time, owing to the fall in the other firm’s price, its ‘own 
profit is not increasing but diminishing. It might be held that 
the kind of memory with which we are endowing the system would 
thus result in each firm raising its price (since a fall in the price 
is accompanied by falling profit)—until the monopoly price is 
reached. This would be a false inference. The fall in firm A’s 
profit is not due to the lowering of its price : it will occur equally 
if its mean price is kept constant, for the lowering of B’s price is 
not in this case the result of the lowering of A’s price. Memory 
serves to raise a firm’s price only if, with the lapse of time, its 
profit falls with a lowering of its own mean price. But if its 
profits fall whether it lowers its mean price or holds it constant, 
there is no part for memory to play. A rise in the firm’s mean 
price will fail to counteract the progressive decline in its profits— 
unless the other firm happened to choose the same moment for 
raising its own mean price, which would be a pure coincidence. 

Our mechanical model finds a close analogy in real life. When 
firms pursue the methods of “ trial and error”’ they are in fact 


complying with the conditions laid down for the operation of our 
No. 185.—vo.L. xLvu. 
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model. The attribute of ‘‘ memory ” is a plausible one to ascribe 
tu such firms.’ A firm may find that every time it makes a small 
cut in its price its profits momentarily increase. But if a per- 
manent lowering of the price zange over which it operates in its 
search for the most profitable price results, with the lapse of time, 
in profits which are less than it was previously earning, and if 
experiment indicates that this falling off in profits is the effect 
of the lowering of price, the firm will once again raise its range of 
prices. 

Where prices are less subject to variation, being announced 
by each firm and then adhered to for a long period of time, it is 
frequently the case that one particular firm is year after year the 
first to come out with its price list, which is carefully scrutinised 
by its competitors before they announce their prices. Here 
price leadership and. price followership are clearly in evidence. 
There are retail stores which employ agents who, disguised as 
potential customers, enter their rivals’ establishments and inquire 
what the goods are priced at. Here again asymmetry shows 
itself. 


The equilibrium remains subject to one possibility of dis- 
turbance. If the two firms are not markedly dissimilar, it will 
pay the price leader to change positions with the price follower, 
the larger output being desirable at the expense of the lower price. 
It may therefore cut its price, and a process of competitive price- 
cutting will then ensue, each firm cutting its price in an attempt to 
force the onus of price leadership on its competitor. Sooner or 
later a point will be reached at which the firm that happens for the 
moment to be charging the higher price decides that the prob- 
ability of securing release from its disadvantageous position is 
insufficient compensation for the sacrifices involved in the 
contest. It will then push the price back to the duopoly point, 
its competitor following in its wake. 

We have seen that the firms will often in practice be sufficiently 
dissimilar, in regard to size, costs and the attitude of the market to 
their products, for the distribution of the rdles between them to be 
effected without conflict, a reversal leading to an actual reduction 
of the profits of both the firms. The dissimilarity will often fail 
to be as great as this, but it may still be so great that the advantage 
that one firm could gain by forcing the rdéle of price leadership on 
to the other will be outweighed by the perils and the risks of the 
contest. 

The asymmetry of the duopoly equilibrium will itself enforce 
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dissimilarity on the firms. They may have been similar by 
origin, but plant, organisation and the nature of the product will 
gradually become adapted to the situation, and the firms will 
become so much differentiated that the leader would gain little 
or would actually lose by changing positions with the follower. 

Even if for the moment the firms remain similar, it will be 
only on rare occasions that the price leader will venture to issue a 
challenge. Having been once defeated, it will have no reason to 
suppose that another attempt will be more successful, and it will 
wait for some propitious circumstance before embarking on it. 
For instance, a sudden change in demand which in any case 
necessitates a complete revision of the scale of prices may be 
regarded as providing a suitable opportunity for another attempt 
to become rid of the incubus of price leadership. But so long as 
conditions remain fairly stable, the position of duopoly equilibrium 
is likely to be sustained for long periods, and such disturbances as 
occur will occupy a relatively short space of time. 

If we appear to have lingered too long over the Bertrandesque 
type, it must be remembered that this is the extreme to which 
reality usually approximates. A summary indication of the solu- 
tion of the Cournotesque type must suffice, and then any inter- 
mediate type can be fitted in by analogy. It will be convenient 
this time to proceed straight to an imperfect market. With the 
Cournotesque type of behaviour each firm keeps its output con- 
stant, until it may decide to alter it. This time we have an output 
leader and an output follower. The output leader keeps its output 
constant, no matter what course the output follower pursues, so 
that the latter’s output and price are determined by its Cournot 
demand curve, drawn on the assumption that its competitor’s 
output is a constant. The output follower always produces its 
Cournot output, and the output leader, which produces more than 
its Cournot output because an increase in its output induces the 
output follower to reduce its output, chooses such an output and 
price as to maximise its profit. Once again we have asymmetry, 
but this time, if the two firms are similar, the leader produces a 
bigger output and charges a smaller price than the follower. 
Equilibrium in the Cournotesque case is less monopolistic (the 
prices are lower) than the Cournot equilibrium, while it is clear 
that it is more monopolistic than equilibrium in the Bertrandesque 
ease, which in its turn is more monopolistic than the Bertrand 
equilibrium. 

Since the asymmetry of the Cournotesque case is —_—_ to 
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the asymmetry of the Bertrandesque case, the leader, if the firms 
are similar, producing a bigger instead of a smaller output than 
the follower, it follows that there must be one particular type of 
behaviour, intermediate between the Bertrandesque and the 
Cournotesque, for which the unique position of duopoly equilibrium 
happens to be symmetrical. It is worth inquiring into the nature 
of the behaviour which results in a symmetrical position of 
equilibrium. Let us consider what happens to the follower when 
the leader lowers its price and increases its output. Where 
behaviour verges on the Bertrandesque, the automatic effect is a 
small fall in the follower’s price and a considerable fall in its out- 
put, and the follower than proceeds to lower its price further and to 
raise its output, though not back to the previous level. Where, 
on the other hand, behaviour verges on the Cournotesque, the 
automatic effect is a considerable fall in the follower’s price and a 
small fall in output, while the follower then proceeds to raise its 
price, though not back to the previous level, and to lower its output 
stillfurther. There is an intermediate type of behaviour for which 
no further reactions ensue on the automatic effects, the automatic 
changes being exactly such as to maximise the follower’s profit on 
the basis of the new policy of the leader, and there is no further 
change for conscious policy to bring about. This is the type of 
behaviour which results in a symmetrical solution. There is no 
difference between follower and leader because “no change of 
policy ” does everything which a change of policy would aim at. 
This, perhaps, is what many workers on the problem of duopoly 
have in a sense been searching for. But it is merely a very 
particular type of behaviour (varying in its nature according to 
the inter-relationships between the firms’ marginal cost curves, 
the demand curve for the product, and the imperfection, if any, of 
the market), which would be found to operate in practice only as 
the result of coincidence; it is of no assistance to those who seek a 
solution of the problem of duopoly. 


King’s College, 
Cambridge. 
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DAVENPORT ON THE ECONOMICS OF ALFRED 
MARSHALL 


“It is a mark of insincerity of purpose to spend one’s time looking for the 
Sacred Emperor in the low-class tea-shops.’”"—The Wallet of Kai Lung. 


Tue late Professor Davenport was a lonely figure amongst 
American economists. At a time when the neo-classical school 
represented by Marshall, with some intermixture of the views of 
the Austrian school of B6hm-Bawerk, Wieser and Menger, was 
dominant in American thought, Davenport was working along 
different lines—lines which were more analogous in some ways to 
the systems of Walras and Pareto, though here too the differences 
were numerous and important. After publishing in 1908 a large 
book on ‘“‘ Value and Distribution,” which was mainly polemical, 
and in which his own ideas were still immature, he brought out in 
1913 The Economics of Enterprise, a book showing marked inde- 
pendence of outlook, and a fresh, acute mind. Appearing as 
it did shortly before the World War, it has received much less 
attention than it deserved, but for this the author himself was 
partly to blame : his styleis both difficult and unpleasing to read ; 
he is appallingly prolix; while his attacks on traditional doctrines 
are expressed in so aggressive a manner as to repel and irritate all 
adherents of the views which he is criticising. Apart from his 
persistent, and in a good measure successful advocacy of the con- 
cept of opportunity cost, his name is rarely referred to in economic 
literature; yet his contributions to the theory of interest and 
capitalisation are in the line of the most recent developments in this 
field, while his chapters on the trade cycle show an analytical 
approach which is also surprisingly modern. 

The present work, we are told in the Foreword, represents the 
fruits of thirty years’ preoccupation with the writings of the classi- 
cal economists, in particular of Marshall, whom he took as their 
ultimate spokesman. It was actually written, however, in the 
two years following Davenport’s retirement from the Chair of 
Economics at Cornell University, and was only published after his 
death which took place in 1931; it thus lacks the final revision 


1 The Economics of Alfred Marshall. By H. J. Davenport. (Cornell Uni- 
versity Press, 1935. Pp. 476. 18s.) 
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which might have removed some of the countless repetitions, and 
have led to the deletion or abbreviation of many passages which 
the author can surely never have intended to see appear in 
print. 

As it stands it must take a high place in economic literature for 
unreadability, not merely because of its irritating style and weari- 
some repetitions, but also because there existed a fundamental 
incompatibility between Davenport’s approach to economics and 
that of Marshall, which prevented the former from appreciating 
or even, in many cases, from understanding the latter. It is 
almost as though an Oriental were to write a long treatise on 
Western music, whose cadences and harmonies are devoid of any 
meaning in his ears. Perhaps the most misleading thing in the 
entire work is its title; for whatever else may be said of the con- 
tents, they are not the Economics of Alfred Marshall. 

Davenport looked at economics from the point of view of the 
entrepreneur who is faced with a given situation in regard to the 
supplies of labour, capital and natural resources, and asked, What, 
then, are the forces which determine price? Any discussion of 
welfare he regarded as the illegitimate intrusion of extra-economic 
considerations which could only divert the economist from his real 
task of discovering the laws of market price. He is to be ranked 
with those who adopt the general equilibrium approach, though, 
being no mathematician, he seems never to have been fully aware 
of the precise limitations and assumptions implied in this method. 
From this standpoint he criticises and condemns Marshall’s partial 
equilibrium approach without realising that Marshall was em- 
ploying a different “‘ model ”’ devised specially to throw light on 
those “ causes of the causes of things,” the study of which, he was 
never tired of emphasising, was the most important and funda- 
mental task of the economist. It must be admitted that Marshall 
himself was responsible for many of the difficulties of inter- 
pretation to which his work has given rise. In the first place, in a 
greater degree perhaps than any other economist who has ever 
lived, he was conscious of the enormous complexities of the real 
world, and he continually introduced into his argument aspects 
which were not on the same plane of abstraction as his “ model,” 
and which appeared to contradict what he had said elsewhere. To 
him applies, with almost equal force, what he said of Ricardo : 


“ For he never explains himself : he never shows what his 
purpose is in working first on one hypothesis and then on 
another, nor how, by properly combining the results of his 
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different hypotheses, it is possible to cover a great variety of 
practical questions.”’ 1 
and 
“Tf then we seek to understand him rightly, we must 
interpret him generously.” * 


The reference in the first of the above quotations to “a great 
variety of practical questions ”’ is significant, for Marshall also 
was greatly concerned with evolving economic principles which 
could serve to show what was possible and desirable in matters of 
policy. He put the reformer in himself above the scientist, and 
was willing on occasion to sacrifice scientific exactness in the 
interests of those business men and others whom he hoped would 
read and profit by his work, even as an earlier generation had 
done in the case of Adam Smith. It is, above all, in the matter of 
definitions that Marshall laid himself open to attack and, in- 
cidentally, misrepresentation. Davenport devoted an enormous 
amount of space to showing the laxity of MarshaH’s use of de- 
finitions, and complains with justice of the latter’s habitual dis- 
regard of clear and unambiguous explanations of the concepts he 
is employing. The man who wrote : 


“To be specific in definition, actually to define, is merely 
to come out into the open—making yourself accountable for 
something in particular” ... ‘‘ And I continue to urge 
the ideal of no two terms for one thing and no two things for one 
term ”’ (Davenport’s italics). 


was bound to find Marshall a peculiarly exasperating antagonist, 
the more so perhaps as the latter never replied to any of Daven- 
port’s attacks. Yet, if Marshall sinned, especially by an excessive 
use of the context to interpret shifts of meaning, Davenport goes 
to pedantic lengths in the opposite direction, and wastes the time 
of the reader in sterile verbal dialectics. 

By far the greater part of this bulky volume is concerned with 
the criticism of Marshall’s teaching in respect to real cost; to 
normal value and the doctrine of quasi-rent; and to the dictum 
that rent does not enter into cost of production. 

At the outset, however, there are chapters on Demand and 
Supply Mechanics and Utility Price and Measurement Problems, 
which Davenport himself regards as of secondary importance, 
but which raise some points of interest. 


1 Principles, p. 761 n. Except where otherwise stated the references are all 
to the 8th Edition, 
2 Ibid., p. 813. 
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While accepting the view that, in the case of Robinson Crusoe, 
marginal utility is capable of quantitative measurement, Daven- 
port holds that the moment exchanges take place through the 
medium of money all possibility of measurement disappears. His 
own position is as follows : 


“No measurable quantities, therefore, being presented in 
any objective market setting—no quantities, that is that are 
susceptible of measurement—there is nothing for money to 
measure. Nor if there were anything measurable, has money, 
as exchange medium any quantitative aspect appropriate to 
measurement of it. Value as non-quantitative, can neither 
measure nor be measured. And price is merely an instance 
of value.” 1 


_ This highly doctrinaire statement is based first on the view 
that value “is not a quantity fact, but only a ratio.” Here 
Davenport appears to be harking back (though without acknow- 
ledgment) to Jevons : 


“Value in exchange expresses nothing but a ratio, and 
the term should not be used in any other sense. To speak 
simply of the value of an ounce of gold is as absurd as to 
speak of the ratio of the number seventeen.” 2 


But to dispense on such grounds with the notion of price as a 
money measure of value is surely ‘“‘ to pour out the baby with the 
bath ”’; and Marshall’s own reply to Jevons would seem sufficient : 


“There does not seem to be any greater absurdity in 
speaking of the value of an ounce of gold, or of a cubic inch 
of gold, than there is in speaking of the weight of a cubic inch 
of gold. In each case reference is made to some unit con- 
ventionally adopted at some particular place and time.” ® 


Secondly, Davenport contends that it is formally and logically 
wrong to represent the marginal demand price of an individual 
expressed in terms of money as the measure of the marginal 
utility of the article to him. This is no doubt an arguable pro- 
position in which there is much to be said on both sides. What, 
however, is utterly indefensible is when Davenport misrepresents 
Marshall by attributing to him the view 


“that money does actually measure the marginal utility 
of the good to the maker of the marginal money offer; and 


1 Davenport, p. 99. 2 Jevons, Theory of Political Economy, 3rd ed., p. 78. 
3 Review of Jevons (1872) in Memorials of Alfred Marshall, p. 96. 


1937] DAVENPORT ON ALFRED MARSHALL 25 


that thereby market price measures general marginal utility” ;! 
in spite of the latter’s definite assertion that 


““ we cannot speak of price as measuring marginal utility 
in general, because the wants and circumstances of different 
people are different.” * 


Apart from direct misrepresentation of this kind, of which 
there are numerous examples (nowhere, however, I am convinced 
deliberate), Davenport goes astray continually throughout the 
book in his criticism of Marshall owing to his failure to appreciate 
the all-important warning in Book I, Chapter II, of The Principles: 


“ Tt is essential to note that the economist does not claim 
to measure any affection of the mind in itself, or directly ; 
but only indirectly through its effect.’ 


Money can only measure approximately “ the force of a 
person’s motives—not the motives themselves.” + And again: 


“A study of these [economic] measures is only the 
starting point of economics: but it is the starting point.” 


The same problem of measurement recurs in an even more 
acute form in regard to the doctrine of real cost. Davenport 
states that Marshall makes “ five distinct assertions ” in regard to 
the supply side of the equation of value : 


“(1) That each requirement of money in exchange for a 
good is directly or indirectly derived from the real costs of 
production of this good at the margin; (2) that this money 
requirement is equal to the marginal real cost of production ; 
(3) that money is capable of the measure-use for real cost; 
(4) that it actually does measure the real costs of marginal 
production to the marginal producer of the good; whereby 
(5) the market price becomes the measure of general marginal 
real costs.” 


Of these five so-called Marshallian assertions it is quite certain 
that Marshall would have repudiated the first two and the last 
two, while he would only have accepted the third in the sense in 
which he does and Davenport does not employ the word “ meas- 
ure.” Throughout T'he Principles Marshall assumes that the reader 

1 Davenport, p. 84. 2 Principles, p. 100. 

3 Ibid., p. 15. * Ibid., p. 17. 

5 Davenport, p. 84. Elsewhere Davenport is often much more cautious in 
his statement of Marshall’s position, but this seems to be his final view to which 
he continually recurs. 
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is bearing in mind the interpretation of money as a measure of 
economic motive, which has been already quoted from Book I, 
Chapter II. But the particular point at issue in regard to real 
costs can be elucidated most clearly by a statement in the small 
Economics of Industry, published jointly with his wife in 1879— 
a statement which there is every reason to believe continued to 
represent his position even though it was not incorporated into The 
Principles : 


“ Thus the law of normal value has been stated to be that 
value tends to equal cost of production; this, of course, 
does not mean that the value of a thing tends to equal what is 
called in this book its cost of production, i.e., the efforts and 
abstinences that have been required for making it. . . . For 
an exchange value or price, though it may be equal to a set 
of exchange values or prices, cannot be equal to a set of 
things unlike in kind to it. There cannot even be any 
direct comparison between one set of efforts and abstinences 
and another. . . . It may happen that an hour’s work by a 
business manager, or two days’ work by a watchmaker, or 
three days’ work by an agricultural labourer, may all have the 
same exchange measure, say a guinea. A guinea may also 
be the exchange measure of the abstinence or sacrifice in- 
volved in the loan of 20 guineas for a year. These various 
efforts and abstinences, these elements of cost of production, 
are certainly not equal to one another. But they would all 
exert an equal influence upon value; because their economic 
measures, the expenses which would have to be incurred by 
anyone who would purchase them are all equal.” (Marshall’s 
italics.) 


And again : 


“Wherever the phrase ‘a ratio between the costs of 
production of two commodities’ occurs [in Mill], cost of 
production cannot mean the aggregate of the diverse efforts 
and abstinences that have been required for the production 
of the commodity. Mill was aware, though some of his 
critics forget, that one aggregate of diverse efforts and ab- 
stinences does not beara ratio to another. When we speak of 
ratio between an effort and an abstinence, or even between 
two diverse efforts, we assume, ipso facto, an artificial mode of 


1 Alfred Marshall and Mary Paley Marshall, 7'he Economics of Industry, 
2nd ed., 1881, p. 97. 
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measuring them in terms of some common unit, and refer to 
the ratio between their measures.” 


It is, of course, obvious that to use money as a direct measure 
or equivalent of subjective efforts and sacrifices must involve a 
writer in a tissue of absurdities, and if Davenport had been less 
blinded by his own system of thought, he must have realised that 
a man of Marshall’s intellectual calibre could not be guilty of 
elementary blunders which even a first-year student might be 
expected to avoid. 

Nine-tenths of Davenport’s strictures are vitiated by his 
failure to observe that Marshall is nowhere using a money price 
to measure the amount of an effort or sacrifice, but always only to 
measure the degree of resistance which the effort or sacrifice 
imposes at the margin upon the rate at which supplies of the agent 
are forthcoming. The only way in which real costs can influence 
values is through their effects on the supplies of the agents of 
production, and the only measure of these costs. with which 
economics is or can be concerned is necessarily a money measure. 

In the long run—that sort of conceptual half-way house 
between the real dynamic world and the stationary hypothesis— 
we are told that 


“the earnings of each agent are, as a rule, sufficient only to 
recompense at their marginal rates the sum total of the efforts 
and sacrifices required to produce them. If less than these 
marginal rates had been forthcoming the supplies would have 
been diminished. . . . The more nearly it is true that the 
earnings of any agent of production are required to keep up 
the supply of it, the more closely will its supply so vary that 
the share which it is able to draw from the national dividend 
conforms to the cost of maintaining the supply.” ? 


This is, of course, the cost at the margin where Marshall holds 
that there is a direct relation between earnings and supply. 

The Stationary State as a concept is a state in which general 
equilibrium prevails throughout the whole system, and though 
Marshall allows for very short-period fluctuations, he lays it down 
that average values in the Stationary State are always equal to 
normal values, while the earnings of the factors of production 
exactly correspond to their long-period marginal supply prices.* 


1 Mill’s Theory of Value, Fortnightly Review, April 1876, in Memorials of 
Alfred Marshall, p. 126. This article, which also contains the greater part of the 
paragraph just quoted from the Economics of Industry, is referred to in The 
Principles, p. 339. 

2 Principles, p. 832. 3 Ibid., p. 347. 
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The equilibrium of normal value in the long period, while still 
a fiction—a concept belonging to pure theory, and not to the real 
world—is nearer to the real world than the Stationary State, for 
it does not assume complete accuracy of forecasts and knowledge 
through all time.! It allows, conceptually, for the fact that long- 
period forces themselves both can and do change. Moreover, it 
is essentially a partial equilibrium only; referring to the particular 
forces considered in isolation and allowed to work themselves out 
to their own full equilibrium, all other surrounding forces being 
deemed to be locked up in the pound of ceteris paribus. Thus 
long-period normal equilibrium does not assume that the industry 
in question is in full equilibrium with all other industries, in the 
sense that they also are in equilibrium; nor, above all, does it 
assume that the factors of production in the particular industry, 
which is deemed to be in long-period equilibrium, are themselves 
receiving that rate of remuneration which corresponds to their 
ultimate long-period supply price, so that this rate measures (in 
Marshall’s sense) the real cost of production of these factors. No 
doubt the longer the period under consideration, the more nearly 
will this correspondence be true, but, then, as he points out,? 
the longer the period the less legitimate is the whole procedure 
(even as a concept) of a partial equilibrium with all other forces 
reduced to quiescence within in the confines of ceteris paribus. 
As Marshall stated, to assume that the incomes of all the appliances 
of production represent their real costs, is to assume the hypothesis 
of the Stationary State. 


“ And therefore, when making out a list of normal supply 
prices, which, in conjunction with the list of normal demand 
prices, is to determine the equilibrium position of normal 
value, we cannot take for granted the values of these appli- 
ances for production without reasoning in a circle.” § 


It follows, therefore, that not even in the equilibrium of nor- 
mal long-period value does the price of a single commodity, taken 
in isolation, correspond to or “measure ”’ its real cost of pro- 
duction. A fortiori, then, the relative values of different com- 
modities, each influenced as they are under dynamic conditions 


1 Principles, p. 810. 2 Ibid., p. 379 n. 

3 Ibid., p. 810. He says elsewhere: “.. . in fact a theoretically perfect 
long period must give time enough to enable not only the factors of produc- 
tion of the commodity to be adjusted to the demand, but also the factors 
of production of those factors of production, and so on; and this, when carried 
to its logical consequences, will be found to involve the supposition of a stationary 


state of industry ”’ (Principles, p. 379 n.). 
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by their respective and varying long-period forces of supply and 
demand, are not determined by their real costs of production. 

The distinctions noticed here between the theory of value in 
the long-period and in the Stationary State are not fundamental, 
but only matters of degree. Having forged the analytical tool of 
“ the long period,”’ Marshall is careful not to strain it by making its © 
results over precise, for it is designed for application to a dynamic 
world; but these qualifications do not modify the nature or direc- 
tion of the forces working towards an equilibrium. The main 
difference is that in the long period the results are approximations 
only, tendencies in a world of moving equilibria, whereas in the 
Stationary State they would be fully realised. There is the further 
distinction that in the Stationary State the long-period normal 
supply curve ig reversible, whereas in the Marshallian “ long 
period ”’ it is irreversible. 

The following sentences from Book V, Chapter III, of The 
Principles are essential to the understanding of Marshall’s position. 
The marginal summary runs :— 


“Loose connection between supply price and real cost of 
production ; ” 


and the text : 


“We shall gradually discover a great many limitations 
of the doctrine that the price at which a thing can be pro- 
duced represents its real cost of production, that is the 
efforts and sacrifices which have been directly and indirectly 
devoted toits production. For, in an age of rapid change such 
as this, the equilibrium of normal demand and supply does 
not thus correspond to any distinct relation of a certain 
aggregate of pleasures got from the consumption of the 
commodity and an aggregate of efforts and sacrifices involved 
in producing it. The correspondence would not be exact, 
even if normal earnings and interest were exact measures of 
the efforts and sacrifices for which they are the money pay- 
ments.” 


From the first to the fourth editions of The Principles there was 
an additional sentence following after the one just quoted : 


“Tt [the equilibrium of normal supply and demand] 
represents only the equilibrium of the forces working at the 
marginsof demand and supply, tending toincrease the amount 


1 Principles, p. 347 (my italics). 
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demanded on the one hand, or to diminish the amount sup- 
plied at the equilibrium price.” 


Thus the classical doctrine which held, or at least has been 
assumed to hold, thatexchange values are proportional toreal costs, 
becomes in Marshall’s hands the doctrine 


(a) that itis onlyin the conceptual long period, appropriate 
to the commodity under discussion, that its price tends to be 
proportional to its money costs of production ; 

(b) that even in the long period there is no exact corre- 
spondence between money and real costs of production. 


The significance of real cost lies in the fact that, wherever 
important divergences occur between the trend of actual realised 
values and the long-period trend of normal value (behind which in 
turn are real cost elements which inflwence normal values), then 
economic forces will be set in motion which will alter the trend of 
actual values—the change being in the direction of the long-period 
equilibrium. 

The recourse to real costs is indeed an essential element in the 
Marshallian theory of value, for in its absence it is impossible to 
withstand the doctrine of the Austrian School, which denies any 
ultimate causative influence to cost of production; the prices of 
the factors of production themselves being derived entirely from 
the demand for the things which are produced by those factors. 
That for Marshall himself the notion of real cost was not a mere 
legacy from the classical system, only retained because he was too 
conservative an economist to discard it, can be seen from the 
following statement : 


“ An epoch has been created not by a new doctrine, but 
by the acquisition of the point of view from which the 
doctrine proceeded. A point_of view was conquered for us by 
Adam Smith, from which the commodity is regarded as the 
embodiment of measurable efforts and sacrifices. Whoso- 
ever will put himself at this point of view may, with ease, see 
through fallacies which clouded the vision of statesmen, not 
only of ancient times, but of an age which had gained the right 
point of view for the corresponding physical problem of the 
laws of motion of material masses.”’ 1 


There is in the Marshall Library in Cambridge a copy of 
Davenport’s Value and Distribution, with annotations in Marshall’s 


1 Mill’s Theory of Value in Memorials, p. 126. 
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hand. At the end of Chapter XX, entitled “The Attempt at 
Reconstruction : Marshall,” there is the following note : 


“So far as I can gather the drift of this chapter from a 
few dippings into it almost at random, he has not assimilated 
the distinction between long and short period value problems. 
He does not see that real costs tend to govern employers’ 
costs in the long run ; whileinthe short run they have relatively 
small influence; and that short merge into long by gradual 
movement without breach of continuity. 17.10.08.” 


In an earlier part of the same chapter Davenport had written : 


“For in substance he [Marshall] appears to abandon the 
doctrine of real costs as having any significance for exchange 
relations.” 1 


To this Marshall appended in the margin the comment “ yes.” 

In view of the widespread misunderstanding of what Mar- 
shall’s teaching in regard to real cost implies, it has seemed worth 
while to discuss it at some length; in the process we have disposed 
of Davenport’s main criticisms, based as they are on the belief, 
first, that Marshall regarded money as a true measure of sub- 
jective real cost and, secondly, that he regarded relative prices as 
determined by relative real costs. Detailed comment does not 
seem to be called for, when such statements as the following can 
be regarded as a refutation of Marshall : 


“Most occupations, and most men in them are well paid, 
because of a generally high level of wages. The productivity 
theory of remuneration itself a flat denial of the real cost 
theory. The pleasant occupations are in the large the well- 
paid occupations. Their products are high-priced products.’’? 


The second of the above sentences would have caused particular 
surprise to Marshall, who wrote in the first edition of his Principles 
(p. 563) : 


“. . . an important doctrine in the theory of Exchange, 
viz., that the value of a thing tends to equal its expenses of 
production, may be rewritten so as to express a part of the 
theory of Distribution, viz., that the earnings of a worker 
tend to be equal to the Net product of his work.” 

1 Marshall presumably took the words “‘ exchange relations ”’ in this sentence 


to refer to market or short period values. 
2 Davenport, p. 250. 
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When Davenport discusses Marshall’s analysis of value problems 
according to the length of time under consideration, the con- 
fusion of ideas, which has already been noted in regard to Daven- 
port’s attitude towards the notion of real cost, becomes both more 
pronounced and less excusable. 

Through hundreds of pages the argument rages to and fro, 
over price-determined and price-determining costs; over quasi- 
rents and normal profits; over long and short periods; until the 
brain reels and one wonders if this is a nightmare—Marshall 
through the Looking-Glass ! 

The greatest source of the confusion seems to lie in the fact 
that Davenport could not grasp the nature of Marshall’s time 
analysis. He fluctuates widely in his interpretation in different 
parts of his book, sometimes coming very near to stating it 
accurately, but always returning to the same general position that 
long and short periods are separate and distinct and succeed one 
another. 

Thus in reproducing Marshall’s statement that there is no 
hard and sharp line of division between long and short periods, 
Davenport adds in parentheses : 


“ excepting that, at some point a kaleidoscopic reversal of 
the functions of these hires [of capital equipment] from a price- 
determined to a price-determining bearing on products needs 
to be made.” 4 


“The purpose of the distinction between long and short 
periods is nevertheless to be clearly held in mind. The line 
has to be drawn, no matter what be the point of its drawing, 
so that on the hither side of it any particular item of cost 
goods shall be price-determining, the while that, just on the 
further side of it, the hire is price-determined—a lightning 
transformation from cause to result.” ? 


Davenport never realises that the distinction between a price- 
determined anda price-determining income depends, in the Marshal- 
lian system, upon the point of time from which the income is 
regarded—not as Davenport thinks—a sequence through time : 
first the short period, and then at some later point of time the long 
period; but a continuous process in which that same income, . 
regarded from the point of view of the short period as price- 
determined is from the long-period point of view to be regarded 
as price-determining. In other words, Marshall is concerned 
primarily with “ operational ” time rather than with clock time, 


1 Davenport, p. 170. 2 Ibid., p. 27. 
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although clock time undoubtedly plays an important part in his 
analysis.! 

That Davenport himself had an uneasy feeling that a vital 
clue to Marshall’s thought might have eluded him is shown in 
an illuminating passage which comes towards the end of this very 
} large book. 

“Tt must be obvious that this interpretation of Marshall 
[Davenport’s own interpretation] attributes to him the view 
that in normal periods all of the enterpriser’s outlays in the 
hires of agents—other than land, of course—together with 
most or all of the incomes accruing to him from his investment 
in non-land agents, have a causal, that is to say, a price- 
determining or price-governing relation to the price of his 
products; and that in pre-normal periods the cause and result 
relation runs in the reverse direction. It must, however, be 
pointed out that in at least one connection Marshall denies, or 
appears to deny, that ever any hire, even of cost-acquired 
agents, is price-determining—except, possibly, the hires of 
pure effort.” 

He then quotes a famous footnote in T’he Principles : ? 

“ Quasi-rent is correctly described as an unnecessary 
profit in regard to short periods, because no special or 
‘prime’ costs have to be incurred for the production of a 
machine that, by hypothesis, is already made and waiting for 
its work. But it is a necessary profit in regard to those other 
(supplementary) costs which must be incurred in the long 
run in addition to prime costs; and which in some industries 

. are very much more important than prime costs. 
It is no part of cost under any conditions : but the confident 

’ expectation of coming quasi-rents is a necessary condition for 
the investment of capital in machinery, and for the incurring 
of supplementary costs generally.” 


This defeats Davenport entirely. After saying doubtfully : 


“It is possible that Marshall has in mind here that not 
the hire of an agent, but the mere existence of it, is the fact 
of ultimate bearing on price ” 


he continues : 


“On the whole, however, I take the language of this note 
to indicate merely that Marshall is here using the word cost 
1 Cf. Souter, R. W., Prolegomena to Relativity Economics, pp. 44-5 and 80-1. 
Also Opie, R., ‘‘ Marshall’s Time Analysis’? in Economic JourNAL, June 1931. 
2 Principles, p. 424n. This footnote dates from the 6th edition (1910). 
No. 185.—vou. D 
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in a meaning unusual with him; that he intends not money 
cost but real cost, and is speaking in the regress emphasis. 
If, however, his position hereis neither carelessnessinterms ; nor 
shift in level of analysis, with error at that; nor repudiation 
of his general position—it must follow merely that I have 
systematically erred in my interpretation of his general 
position.” 

In sober truth, it is with Davenport and not with Marshall 
that the error lies. 

Some of Davenport’s difficulties are also to be explained by his 
failure to observe that the analysis in Book V of The Principles is 
not on the same level of abstraction as in the greater part of Book 
VI. Marshall himself said : 

“ The theoretical backbone of our knowledge of the causes 
which govern value, on its two sides of distribution and 
exchange, is put together in my Book V. . . . It deals with 
abstractions; and refers to realities for the purpose of illustra- 
tion alone, not of construction. . . . Construction begins 
with Book VI... the human element of the problem is 
carried some way. The key note of the Book is in the fact 
that free human beings are not brought up to their work on 
the same principle as a machine, a horse or a slave. If they 
were there would be very little difference between the distri- 
bution and the exchange side of value.”’ 2 

Book V then deals with those tendencies to equilibrium which 
Marshall isolates and brings into the foreground in his theory of 
normal value in the long period. Here he takes for granted the 
supply prices of the factors of production themselves. Davenport, 
looking out all the time on to the world of market values, does not 
appreciate that the theory of long-period normal value is a con- 
scious and deliberate fiction; it is not meant to be a picture of the 
real world—not even of a cross-section of the real world at any 
moment of time. It is an attempt to apply to an essentially 
dynamic problem that statical method, which Marshall himself 
regarded as a branch of dynamics; a method by which 

“‘ we fix our minds on some central point : we suppose it for 
the time to be reduced to a Stationary State; and we then 
studyin relation toit the forces that affect the things by which 
it is surrounded, and any tendency there may be to equilibrium 


of these forces.’’ 


1 Davenport, pp. 381-2 n. 
2 “ Distribution and Exchange ” in Economic Journat, Vol. VIII, pp. 52-3. 


3 Principles, p. 369. 
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But that it is admirably adapted to throw light on underlying 
forces which are ceaselessly at work influencing and modifying 
relative values in economic life as we know it, nobody who has 
grasped its technique and properly comprehended it, would deny. 
Marshall himself is in part to blame for not stressing more fre- 
quently what he was doing. At times he gives the impression 
that he has lived so long inside his imaginary state of ‘“ the long 
period ” that it has come to have for him the same sort of almost 
objective existence that the characters in his own novels assumed 
for Balzac. Thus, instead of saying that a given result ‘“ tends ”’ 
to occur in the long period, he says outright that it ‘‘ occurs” in 
the long period, thereby giving the unwary reader the impression 
that Marshall believes that this is what actually happens in the real 
world. Of this mistaken impression Davenport is pre-eminently 
a victim. 

When Marshall comes to Book VI, he is concerned with the 
way in which the national dividend tends to be-distributed among 
the different factors of production. He changes from the partial 
equilibrium method which he has adopted in Book V, when 
analysing the forces determining the relative values for particular 
commodities, and follows what is closely akin to a general equi- 
librium method in analysing the rewards of each factor as a whole ; 
but with this essential qualification that Marshall never forgets 
that he is dealing with a dynamic system. It is obvious that 
there are important links between the forces governing the values 
of the commodities and the causes which govern the earnings of 
the factors of production, but the analysis in the two cases is not 
identical. Thus, when Marshall discusses the earnings, for ex- 
ample, of a skilled labourer or an entrepreneur, and points out 
that a considerable part must be regarded in the short period as 
quasi-rent (price-determined rather than price-determining), 
he is employing the term quasi-rent from a different angle than in 
Book V. There he is using the doctrine of quasi-rent to explain 
how it comes about that the prices of commodities may diverge 
from their long-period costs of production, and he is dealing with 
the stock of appliances, human and material, available in an in- 
dustry in periods of varying duration but of moderate length. 

In Book VI, however, the time period is a very different one— 
it is a question of the influence of the earnings of factors upon their 
rate of supply, with the notion of real cost alwaysin the background, 
except in the case of land. Davenport makes nonsense of the 
argument by not seeing that the whole of the length of the life of 


an instrument of production is the short period from the point 
D2 
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of view of the owner of that instrument; while a quite different 
and much shorter period of time is usually involved when it comes 
to the relation between the earnings of the factors throughout an 
industry and the price of the commodity which they produce. 
It is, of course, again a different, and a much longer period of 
time, when it comes to the relation between the earnings of a 
factor as a whole and the supply of that factor. 

One further quotation from Marshall may serve to illustrate 
the difference in approach between the two Books : 


“In the summary at the end of Book V, we traced a 
continuous thread running through and connecting the 
applications of the general theory of equilibrium of demand 
and supply to different periods of time; from those so short 
that cost of production could exercise no direct influence on 
value, to those so long that the supply of the appliances of 
production could be fairly well adjusted to the indirect de- 
mand for them, which is derived from the direct demand for 
the commodities which they produce. In the present Book 
[Book VI] we have been concerned with another thread of 
continuity, which lies transversely to the thread connecting 
different periods of time. It connects the various agents and 
appliances for production, material and human; and es- 
tablishes a fundamental unity between them, in spite of their 
important differences of outward feature.” } 


A further handicap under which Davenport suffered in criticis- 
ing Marshall was that he failed to understand the latter’s use of 
the marginal technique. In the first place, he never grasps the 
notion of the determination of value by the reciprocal action of 
the forces of demand and supply focussed at the margin. He 
treats Marshall’s frequent references to “‘the general forces of 
demand and supply ”’ as either an attempt to run away from the 
whole problem of value or as a recourse to what Davenport terms 
the ‘‘ basement analysis,” where the stocks of the productive 
agents and conditions of demand are taken as given and where, in 
his (Davenport’s) view, cost of production has no place.” 

1 Principles, p. 660. 

2 It is true when Marshall talks of the general forces of demand and supply 
he is taking into account, on the one hand, all the relevant elements on the side 


of demand (including those which he sums up under the heading “ principle of 
substitution’? and which Davenport prefers to term “ opportunity costs’); 


and, on the other hand, the existing stock of all the agents. But he is also taking 
into account the ceaseless operation of long-period forces into whose working 
anticipation enters as so important a factor. 


1937] DAVENPORT ON ALFRED MARSHALL 37 


This brings us to the doctrine which almost more than any 
other in Marshall tormented Davenport, and which he was most 
eager to deny—namely, that rent does not enter into cost of 
production : 


“In whatever sense any costs are price-determining, rent 
outlays as also indicative of underlying scarcities are also 
price-determining. . . , It is not possible to divide any 
group [of hires] into facts of cause and facts of result. As 
bearing on prices all these hires trace back to scarcities.”’ 1 


The doctrine that rent does not enter into cost of production 
appears least disputable (though here too Davenport disputes it) 
in the case of land which is marginal in the sense that it would 
yield no surplus at allin any other use. This is commonly assumed 
to be no-rent land, but need not necessarily be so, and in the case 
put forward by Davenport as his refutation of Marshall, this 
marginal land bears a high rent. He imagines a community for 
which hay is ar important production, and a highly productive 
salt-marsh its most valuable communal asset—a_ salt-marsh, 
moreover, that 


“ will grow but one crop—marsh hay, that cannot be wasted 
of fertility or improved in fertility; but can have no marginal 
dose of anything—not being cultivable or workable in any 
way; and that is by nature fixed in area, as it is in fertility.” 


He then asks: What now about the rent as cost? His 
answer is as follows : 


* But clearly enough the land is productive of hay, and 
of hay that sells; and the more that it produces of hay, the 
lower sells the hay, and the lower also the price of other 
sorts of hay. The land does then affect prices. It certainly 

is a price thing, and a price productive thing, and a thing 
the products of which affect prices. But do its rents affect 
prices? They are not things that produce, and they are 
themselves products. But competing operators will. offer 
rent for the land, and anyone that gets it will get it only on 
terms of rent outlays. Its hire is like other hires—a hire that 
in the enterpriser process of production is a correlative of the. 
productive efficiency of an agent the existence of which, but 
not the rent of which, is effective for product; and that is 
present in such limited volume that the price of its product is 
not swamped through the very volume of it. To deny that 


1 Principles, pp. 222-3 n. 
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its rent is a price-determining cost but to assert for the land 
itself a price-determining standing, is merely to discredit and 
abandon all price cost analysis everywhere. It is to get into 
the basement and stay there, even after the time that the 
hires have ripened into facts appropriate for enterpriser 
purposes in competitive production. A merely scarce 
factor is not thereby a price factor; nor is a merely scarce 
product a price product; nor is the price of the product a 
cost fact. But the price hire of a factor is a cost fact. It is 
just this point in the causal sequence that the enterpriser 
process comes into possession of its appropriate materials, 
and acquires a logically defensible standing in the price-cost 
process, and as initiating at this point, factor costs are not 
infect of circuity. Here factor costs take their surface, but 
logical place as certified and warranted by the underlying 
verities.”’ 


He goes on to say that there is no marginal dose which can be 
isolated here, and concludes : 


“The argument against marginal isolation is, therefore, 
an argument decisive also in favour of the price—modifying 
significance not only of the land, but—cost-wise—of the rent 
of the land.” 1 


Davenport was not the most lucid of authors, and this is a 
representative specimen of a large part of his writing in this book. 
What is of importance here is not whether it is possible to make 
sense out of this passage, but that Davenport should believe that 
by the example he has chosen he has succeeded in disproving 
Marshall’s doctrine of rent. Has he not taken land which is 
marginal in the sense that it has no alternative use? He has 
moreover carefully provided against any possible resort to an 
internal margin of cultivation, the return to which only just covers 
the cost, with no allowance for rent. Two single operations of 
cutting and carrying represent all that need be done. There is no 
no-rent margin; the rent is obviously a part of total cost; so rent 
must enter into cost of production! It would be superfluous to 
refute an argument so patently devoid of foundation. 

The problem is much less simple when we come to consider the 
alternative uses of land and the extent to which the rent of land 
under one use may be said to enter into the cost of production of 
rival products. In the earlier editions of The Principles Marshall 


1 Davenport, pp. 242-3. 
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conceded more than he was willing to concedein the later editions— 
not apparently because he altered his views subsequently—but 
from didactic reasons, because he was afraid of misunderstandings 
arising from any admission that rent could affect prices. In the 
first edition he said : 


*“* But when applied to the case of one kind of agricultural 
produce considered separately, the doctrine is not true as it 
stands. In order to make it true we must add conditions, 
the effect of which is almost to explain it away. . . . For the 
expenses of production of those oats which only just pay their 
way, are greater than they would be, were it not that much of 
the land which would return the largest crops of oats to the 
smallest outlay is diverted to growing other crops that will 
enable it to pay a higher rent than oats would afford; and 
therefore the rent that land on which oats could be grown, can 
be made to pay for other purposes, does indirectly affect the 
expenses of production and the normal value of-oats.”’ ! 


In the second edition the last two clauses of the second 
sentence run: 


‘‘ and, therefore, the rent that land on which oats could be 
grown, can be made to pay for other purposes, though it 
does not ‘enter into’ the expenses of production and the 
normal value of oats, yet does indirectly affect them.” ? 


The newer generation of economists, which has outgrown 
Marshall’s scruples in this matter, finds it natural to regard transfer 
rents (opportunity costs) of land as entering into the relative 
prices of alternative products of land in the same manner as the 
opportunity costs of any of the other factors of production. 

It is at first sight surprising that Davenport, the apostle of 
opportunity costs, should not have seized his chance of attacking 
Marshall on that side of his rent doctrine where it is most vulner- 
able. But Davenport is precluded from doing this by his own 
heresies in regard to rent. When in reply to Jevons’ question : 
“If land which has been yielding £2 per acre rent, as pasture, be 
ploughed up and used for raising wheat, must not the £2 per acre 
be debited against the expense of production of wheat?” Mar- 
shall says: “The answer is in the negative.’ Davenport agrees. 


1 Principles, 1st ed., pp. 487-8. 2 Ibid., 2nd ed., p. 460. 

3 Ibid., p. 437n. It may be well to add, by way of interpretation of 
the passage on rent quoted on a preceding page from the first edition of The 
Principles, that this footnote on Jevons was also in the first edition, though some 
additions to it were made in later editions. There was thus no change of doctrine. 
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Again, when Marshall says that if land under hops yields a 
rent of £30 and land under oats, the next best use, £20, then the 
£20 (the transfer rent) does not enter into the marginal cost of 
hops,! Davenport also agrees; only for the opposite reason from 
that of Marshall. Davenport holds that the whole of the rent 
under hops enters as fully into the price of hops as does any other 
part of the cost of production of hops, the only réle of the transfer 
rent under oats being to place a lower limit to the rent under hops. 

Marshall, on the other hand, contends that none of the rent 
under hops enters directly into the cost of hops at the margin, and 
therefore into their price. It is largely a dispute over words, and 
he is narrowly logical in so far as he defines marginal cost as the 
cost of that dose of labour and capital the extra return to which 
only just covers its cost, leaving no surplus for rent; though it 
will seem to many that he is sacrificing the substance to the 
shadow when he insists that transfer rents do not “enter into ”’ 
marginal costs, while admitting in the same breath that they do 
“influence ’’ marginal costs. But Davenport’s own contention 
that all rent is a price-determining cost is surely—to use the words 
which he is so fond of applying to Marshall—“ plain error.” 

Space does not allow of more than the mention of Davenport’s 
chapters on Normals and Representatives and The Laws of Re- 
turn. The first of these is mainly devoted to an impatient and 
sarcastic onslaught on Marshall’s use, or, as Davenport thinks, 
misuse of the term “‘ normal,” and on the notion of the representa- 
tive firm. The discussion of the Laws of Return is mere word- 
chopping, and does not deserve serious consideration, but it 
would be a pity not to rescue one of Davenport’s all-too-rare 
epigrams : 


“Marshall says (p. 318): ‘If the actions of the laws of 
increasing and diminishing returns are balanced, we have the 
law of constant return. ...’ The effort does not promise 
success. Almost as well attempt to equate the rush of a half 
dozen stallions with the doctrine of the Invisible Church.” ? 


The final Chapter, on Interest, has much more to commend it. 
Here the criticism is in part on somewhat analogous lines to those 
followed by Mr. Keynes in the General Theory of Employment, 
Interest and Money : 


“The markets where interest rates on lending and bor- 
rowing transactions are in the main fixed, and are to be 


1 Principles, p. 436 n. 2 Davenport, p. 438. 
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studied for the explaining of interest and of the ups and 
downs in the various rates, are the commercial banking 


markets.” 


“These larger meanings of the commercial banking 
process for interest theory are practically beyond the range 
of Marshall’s treatment of the interest problem—a calamitous 
gap. For it is clear that with loan-fund capital the subject 
of the interest contract, the commercial banks account 
especially in the short run, for the largest and most variable 
share of these loan-fund grants; and as the main supply- 
changing influence, account in the main for the ups and 
downs of interest rates. In the main also, it is these short 
run fluctuations which are of practical importance.” ? 


_It is to be noted, however, that a similar criticism, but with 
special reference to the trade cycle, had been made in Marshall’s 
lifetime by Professor Hadley, and that he had answered it in the 
following terms : 


“The broad causes which govern interest in general, and 
| with which we are alone concerned in a general discussion of 

distribution, have little to do with the fluctuations of interest 
before and after a commercial crisis. The first has only an 
indirect connection with the machinery of credit. The 
second turns mainly on fluctuations in the general purchasing 
power of money caused by a disorganisation of credit fol- 
lowing on a great expansion of it. Such questions are ex- 
pressly deferred to my second Volume. If Professor Hadley 
thought I had claimed to answer them in my first, he was 
indeed justified in describing my treatment of interest as 


slight.” 3 


| Some further light is thrown on Marshall’s opinion on the 

relation between the short- and the long-term rates of interest 

by the following extract from a note dated 1916, which was found 

. amongst his papers after his death and published in The Memorials 
of Alfred Marshall (p. 365) : 


| “TI think that in the distant future there may be an 
international concert for the regulation of discount in order 
to diminish short period fluctuations of general prices : 
but I do not think that discount can control the rate of 


1 Davenport, p. 453. 2 Ibid., p. 454. 
8 “ Distribution and Exchange ”’ in Economic Journat, Vol. VIII, p. 54 n. 
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interest permanently : of course it might conceivably have a 
great effect under imaginary conditions; but not, I think, 
under real conditions.”’ 


Apart from the complaint that Marshall has ignored the in- 
fluence of short-time movementsin the rate of interest, Davenport’s 
criticism is mainly directed to disproving the connection between 
the rate of interest and the real cost of “‘ waiting.” His argument 
turns chiefly on the point that, Marshall having committed him- 
self, in Davenport’s opinion, to a productivity theory of interest 
on the demand side, and to an opportunity cost on the supply or 
lending side, there is no room for the notion of real cost. He 
concludes the chapter—and incidentally the book—with the 
words : 


“* But it has now come to be clear with regard to interest 
that the real costs of waiting amount to nothing more than is 
implicit in the mere fact that interest has to be paid to get 
that waiting done that is itself nothing more than mere 
lending. 

“The plain fact appears, then, to be that Marshall’s 
analysis of interest amounts to a refutation of the central 
thesis of classical economics—which is also Marshall’s ulti- 


mate thesis.” 


In regard to this statement two comments may be briefly 
made. First, Marshall’s ultimate thesis is not ‘“‘ the central 
thesis of classical economics,”’ in the sense in which that is inter- 
preted by Davenport, i.e. that relative values are determined by 
relative real costs. Secondly, the recognition of opportunity cost 
(substitution) as a factor in the allocation of a given supply of 
loanable funds at a moment of time, does not logically preclude 
Marshall from thinking in terms of real cost when he is considering 
the underlying forces which influence through time the volume of 
saving and so (on his assumptions) the supply of capital. 

As to the general connection between the rate of interest and 
the supply of capital, it is worthy of note that Marshall, in replying 
to Hadley’s criticism that his doctrine of interest assumed without 
proof that an increase in the rate of interest must increase the 
supply of capital, said : 


“My reasoning does not turn upon this assumption; 
it would be unaffected by the supposition that the supply of 
capital is independent of the rate of interest. Nay, it would 
be valid even if we amused ourselves by supposing that a 
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rise in the rate of interest diminished the supply of capital; 
provided that we also supposed that it ultimately diminished 
the demand for capital faster.”’ 1 


A review of so large a book as this necessarily involves selection, 
and I have chosen for discussion what seems to me typical of the 
fundamental lack of understanding which Davenport brought to 
the criticism of the Marshallian system of economics. I do not 
wish to imply either that Marshall is secure from attack within 
the framework of his own “ model,” or that Davenport has no- 
where contrived to hit the right nail on the head. But the real 
cost of finding the right nail in this haystack of misrepresentation 
and verbal confusion is, in my opinion, so great, that I can imagine 
few readers who would not at the end feel that there had been a 
large excess of disutility. 

I wish further to guard against the impression that in return- 
ing an unfavourable verdict on Davenport as a critic of Marshall, 
I am also seeking to discredit him as an economist.- For I hold 
that, within the confines of his own “ model,” Davenport was an 
acute and often original thinker, whose contributions to economics 
deserve full recognition. His Economics of Enterprise is one of 
the few general economic treatises which, after the tapse of a 
quarter of a century, is still ‘“‘ alive ’ and, apart from its prolixity, 
is still worth reading in the light of our present knowledge. 

It was a malicious trick of fate that induced Davenport to waste 
a large part of his time for more than thirty years in the study of 
Marshall, the one contemporary economist furthest removed in 
style, temper, technique and outlook, from himself. During 
that long period of time this assiduous, able and single-minded 
detective devoted himself to the task of tracking down the ulti- 
mate bases of Marshall’s system, and yet to the end of his life the 
mystery remained unsolved. In the frontispiece to this volume 
there is a portrait of Davenport: it is an expressive face, full of 
intelligence, aggressive, perhaps even a little fanatical; but over 
all there broods an air of slightly puzzled bewilderment—what 
did Marshall mean by normal value in the long period, and by 
rent not entering into cost of production ? 

C. W. GUILLEBAUD 
St. John’s College, 
Cambridge. 


1 “ Distribution and Exchange ”’ in Economic Journat, Vol. VIII, 1898, pp. 
53-4n. Neither this passage nor those quoted earlier from this article are 
reproduced in The Memorials of Alfred Marshall. 


THE RELATION BETWEEN ECONOMIC 'THEORY 
AND ECONOMIC POLICY 


Most people would allow that the relation between the 
studies of economics, politics and ethics is not at present as clear 
as they would like it to be. The importance of this question 
may justify these observations by one who is not really an 
economist. 

Philosophers have always been chary of accepting any argu- 
ment which, from propositions about what men usually do or 
what they usually desire, claims to deduce propositions about 
what they ought to desire or what they should be compelled to 
do. I cannot help thinking that economists have skated too 
lightly over this problem. Speaking generally, the majority of 
economists do want to establish criteria of what the policy of 
government ought to be. I shall try to show that they only 
achieve this tour de force of deducing what ought to be from what 
is by confounding a rule of measurement with a rule of conduct. 

Rules of measurement are in a certain sense rules of conduct, 
if it is a duty to discover the truth. But they are none the less 
peculiar, since it is not the duty of everybody to discover the truth 
on all subjects, nor by all possible methods. 

Some economists disclaim all desire to influence public policy, 
except by revealing certain obscure connections of cause and effect 
in the field of exchange and production, which politicians and 
others may take note of if they wish. Economic theory is on 
this view simply an analytical study of the movement of prices, 
as Cassel, for example, conceives it. Such a study may be of use 
both to the business man and the politician; they may find this 
knowledge useful, just as the engineer finds some parts of theoreti- 
cal physics useful. But economic theory conceived in this way 
can evidently offer no criteria whereby we might judge one type 
of organisation to be better than another—competition to be 
preferable to monopoly, or public ownership to be preferable to 
private ownership. To make this clearer by an example, this sort 
of economic theory might instruct the statesman who wants to 
get the greatest possible revenue from an income tax that one 
manner of levying the tax is more efficient than another, owing to 
the remoter effects of incidence; it can offer no criterion as to 
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whether he should raise the sum from the few rich or the many 
poor, provided he can raise it as easily and cheaply from either 
without impairing the yield of taxation in the future by the one 
method more than by the other. 

In my judgment, Professor Robbins’s contention that the 
concept of welfare has no place in economic science remains both 
unanswered and unanswerable. None the less, many economists 
are extremely loth to abandon their claim to establish criteria of 
economic policy, in quite another sense from that outlined above ; 
this is natural, for the acceptance of Professor Robbins’s view must 
involve the abandonment of large sections of traditional doctrine, 
especially in the field of public finance. But I think the reason 
for their reluctance lies deeper than this; they feel that if they 
once abandon certain assumptions about welfare which they 
have been in the habit of making, they will thereby throw doubt 
on the importance and extent of applicability of the laws by means 
of which they analyse the movements of prices. For economic 
analysis is of great interest and importance in a world in which 
there is a good deal of free competition; on the other hand, in a 
state of society in which most prices were fixed with little regard to 
*‘ economic ” considerations (for instance, in a condition of “ war 
communism,” or where powerful and legally delimited monopolies 
were the order of the day) it would not have much of interest 
or use to impart. 


The Basic Propositions of all Economic Theory. 


I. Every man at all times aims, by choosing between alternative 
courses of action, to get the highest possible subjective satisfaction out 
of his own scarce resources. This is an end to which all other ends of 
action can be considered to be subordinate. This proposition is 
considered to be self-evident, or, possibly, induced from a general 
survey of human nature. 

This proposition implies (a) that subjective satisfaction of 
different possible actions can be compared by him, and in some 
sense added and subtracted (which I believe to be true); (b) that 
actions which appear at first sight to be altruistic or ascetic can 
be considered in this manner, as contributing to subjective 
satisfaction; (c) that the more he estimates possible alternatives, 
the more he will succeed in his aim. Economics does not admit 
absolute valuations; for it ‘ satisfaction’’ means having the 
alternative you would prefer rather than some other one. Swhbject- 
ively, the only way in which satisfaction is to be measured is by 
one’s emotional reaction to various possible alternatives. 
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II. Objectively, the only way in which the subjective satisfaction 
to a man of each item of his consumption can be measured is by his 
outward behaviour, viz. by the visible efforts and sacrifices he will make 
in order to get it. This proposition is also considered to be self- 
evident, when once it has been explained what “a single item ” 
means, through definition of the “ margin.” 


Corollary: In a civilised society the only objective way of 
measuring the relative satisfaction given by each item is by the 
amount of money which a man is willing to give forit. This follows 
from the above as soon as the nature of money has been explained. 
This proposition may be entitled the Principle of Measurement by 
Effective Demand. 


Further corollary: Movements of prices and production can 
be understood only in so far as they can be looked on as the 
resultant of the efforts of a number of persons each to maximise 
his own subjective satisfaction. 


Ill. If through free agreement two persons make a certain 
transaction at a certain price, this transaction rather than any other 
will maximise the subjective satisfaction of them both, relatively to 
their existing scarce resources (for otherwise they would not both 
have agreed to it); and the more alternatives each has con- 
sidered and rejected, the more their subjective satisfaction will be 
maximised (the more “rational” their choice will be). This 
follows from Propositions I and II. 


IV. If, through free agreement, every scarce good is allotted to 
him whose effective demand for it is greatest, then the sum of 
subjective satisfaction achieved in the society will always be as large 
as possible. This proposition appears to be a mere generalisation 
of Propositions ITI and III. 

Now, monopolies are formed with the deliberate intention of 
restricting the range of possible free choice, and they make it 
less certain that factors will be allotted strictly according to the 
principle of effective demand. For through his restriction of the 
supply of the good he sells, the monopolist may cause scarce 
factors of production to flow into industries in which the effective 
demand for them is less than in his own industry. If he practises 
methods of price-war in order to drive rivals from the field and 
recoups himself later, it is still more evident that the factors of 
production are not being allotted according to the principle of 
greatest effective demand. 

In a sense, anybody who, faced with the alternative “ this or 
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nothing,” pays any price rather than go without, makes a free 
agreement and maximises his own subjective utility. But the 
more alternatives he has, the more accurately will the prices he is 
prepared to pay reflect the strength of his desire for the various 
items of commodity which he buys. He is like a man who can 
decide whether a suit fits him well only by putting on a number, 
and trying out his reaction to each. 

Therefore it would seem to follow that free competition is the 
best, and that government should promote it, and also itself 
refrain from laying any restrictions upon free choice. The miracle 
would seem to have been accomplished, and a rule of policy 
evolved out of a rule of measurement. 

It may be conceded that free competition offers the greatest 
scope for individuals to measure their subjective satisfaction, and 
for economists to measure the effects of their preferences, through 
the reflection of these in price. And since free competition suits 
the economic theorist, making the world more amenable to ex- 
planation by his methods, he embraces it eagerly. But there 
must be length or weight before these can be measured, and 
because one weight can be more accurately measured than 
another, it does not follow that it is heavier. Satisfaction is not 
produced by the comparison of alternatives; on the contrary, 
men often feel it a disagreeable burden to have to compare many 
alternatives. The rule of policy can be deduced only by defining 
greatest satisfaction as freedom of choice between the greatest 
number of alternatives. And such definition is quite illegitimate 
if it is intended for anything more than a useful device of economic 
measurement—as if we should define “‘ mass” as ‘“‘ that which can 
be weighed.” 

From all this we may conclude: (1) that it does not really 
follow from Proposition I that satisfaction is maximised only 
through a man having the greatest possible number of alternatives 
(e.g., a man may often have good reason to know that his present 
residence or job suits him better than any other would, without 
having any opportunity to change it). Therefore an individual 
does not necessarily prefer competition among producers even for 
himself as aconsumer. And (2) it certainly does not follow that he 
prefers that other people should have many alternatives—that he 
would prefer as a producer that there should be competition 
among producers. 

Proposition IV therefore, by which the desirability of free 
competition was thought to be established, may be seen to be 
ambiguous. In one sense, if A, B,C... etc. consent to any 
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transactions—however much they may be restricted by mon- 
opolies—their subjective satisfactions may be said to be maximised, 
and so the aggregate of utilities in society may be said to be always 
as large as possible, relative to the existing distribution of scarce 
resources. (There seems a perfectly good sense in saying that 
5 apples, 7 pears and 20 oranges is a larger aggregate than 2 
apples, 6 pears and 14 oranges; if we know on grounds of theory 
that a certain combination is one in which apples, pears and 
oranges must each reach the highest figure possible in com- 
bination, then we may say that the highest possible aggregate is 
realised, without pretending that the different things are com- 
mensurable.) But this is not the sense in which the advocates of 
free competition take Proposition IV. If they interpret the words 
“free agreement ”’ to exclude cases where some persons are re- 
stricted in their choice by monopolies, then they must take the 
words “sum of subjective satisfaction’? not in the sense of 
aggregate, but of ‘‘ algebraic sum ’’—a sum which is the greatest 
possible after plusses and minusses of different persons’ satis- 
faction have been cancelled out against one another. For, 
comparing a state of monopolistic restriction with one of utmost 
possible free choice, it is certain that some persons prefer the 
former, or they would not make efforts to bring it about. IZfsome 
individuals find their maximum satisfaction in activities which 
Taussig describes as ‘“‘ predatory ’’—that is, in outwitting others 
and depriving them of alternatives—then these individuals will 
certainly lose by the restoration of a state of competition. I do 
not see how the economist can maintain that the balance or 
algebraic sum of satisfactions achieved by competition is none the 
less greater, except by admitting direct comparison between the 
satisfactions of one man and the satisfactions of another. But by 
Proposition II the satisfactions of others were to be measured 
solely by their effective demand. 

Even if we waive this objection, and admit that the subjective 
utilities of different persons can also be compared in other ways, 
I do not see how the economist can prove that what everyone 
desires is the maximum sum of satisfactions for society as a whole ; 
or that he ought to desire it. Asa statement of fact it makes men 
out to be more altruistic than they really are; as an ideal, it aims, 
in my judgment, to make them foolishly and indiscriminately 
altruistic. Proposition IV, interpreted in this way, can only be 
deduced from Proposition I by a fallacy of composition; “If A, B, 
C, each desires (or achieves) his own maximum satisfaction, and 
they together make up society, then all the members of society 
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desire (or achieve) maximum social satisfaction”’ is a fallacious 
argument. Proposition IV taken in its legitimate meaning can 
justify no other policy than that of laissez-faire. 

And once total social utility is conceived as an algebraic 
sum, and it is supposed that men seek to maximise it relatively 
to the existing distribution of resources, it is natural to think 
that it might be increased by a better distribution of resources ; 
and this leads to the absurdities and contradictions justly 
exposed by Professor Robbins. Absurdities, because, though 
the inter-subjective comparison of utilities is not absurd, it is 
absurd to suppose this comparison can yield any quantitative laws. 
Contradictions, because the analytical part of economics laid down 
that we could only find out what maximum relative satisfaction 
required through the free play of effective demand; whereas now 
“welfare economics ”’ requires that this free play be constantly 
interfered with in order to bring about a greater equalisation of 
resources for the sake of another kind of maximum satisfaction. 

Another way of putting the contradiction between “ welfare- 
economics ”’ and the rest of liberal-democratic economics would be 
as follows: Supposing the conception ‘“‘ sum of social satisfac- 
tion’ means anything definite (which I doubt), the maximum 
sum of satisfaction relative to the existing distribution of resources 
is not likely to coincide with the maximum satisfaction, if these 
resources were pooled; but the former of these ends can only be 
achieved through free competition, which may very likely lessen 
the chances of achieving the latter by progressive taxation etc. 
And vice versa. Of course a compromise can be struck between 
these two different ends; but I do not see that economic theory 
can give us any guidance as to how it should be struck. In my 
view this is a matter for politics and ethics. 


* * * 


Economists are accustomed in practice to slide over these 
disagreeable questions about utility or satisfaction, and speak 
most of the time as if men aimed to maximise either the quantity 
of goods (which cannot be measured) or the value of goods (which 
depends altogether on their existing distribution). Even if 
monopoly normally leads to a smaller output of tangible goods, I 
do not see that the subjective satisfaction achieved is necessarily 
less than under competition, for reasons to be alleged later on. 
And, for that matter, if a monopolist is very successful in dis- 
criminating between different groups of consumers—as he often 
is—both output and “ total satisfaction ”’ may well be greater than 

No. 185.—voL. XLVI. 


50 THE ECONOMIC JOURNAL [MARCH 


under competition. In my judgment, this is nowadays the 
commonest case. 
* * * 

The purpose of the whole of the above argument, briefly 
summarised, has been to show that economists need a good deal 
of free competition in order to establish their generalisations 
about the movements of prices;! that they therefore claim that 
free competition is more normal, or better in some way, than 
monopolistic restriction; that, in order to do so, they use the 
same fallacious arguments about the “‘ total satisfaction of society ” 
which have been criticised in the ‘‘ welfare-economics ”’ doctrines ; 
that the arguments in favour of an equalising welfare-policy 
undermine those in favour of free competition and vice versa. 


* * * 


Three facts of culture-history seem to me to be of interest 
here. The first, that what we now call economics is altogether a 
product of the liberal-democratic era, and has flourished above 
all in the liberal-democratic states—England, France, and the 
United States.2 It originated with the physiocrats, heralds of 
an equalitarian individualism, who prepared the French Revolu- 
tion. The ancients, with all their subtlety, never hit upon the 
idea of conceiving utilities quantitatively; their ‘“‘ economics ” 
was the art of managing the material resources of a household or 
state, altogether subordinate to political and ethical ends. The 
second, that so long as the postulate of each man seeking the 
maximum of subjective utility possible to him at the moment 
seemed plausible, economists generally speaking advocated 
laissez-faire. The third, that during the last fifty years, when this 
postulate no longer seemed to fit the facts so well, economists 
generally speaking have advocated intervention, with a view to 
establishing greater equality of satisfaction—for all those who 
advocate socialisation, planning and the like really desire these 
measures as a means towards greater equality. They think they 
can deduce this from the ideal of maximum total subjective 
satisfaction ; but they are sawing into the branch they are sitting 
on, for they are undermining their original doctrine that only 
subjective satisfaction matters—that everybody’s valuations are of 


1 T am aware that Mrs. Robinson and others deny this, and that Mrs. Robinson 
includes in her book a chapter entitled : A World of Monopolies. But I doubt 
whether this chapter quite fulfils the promise of its title; cf. the statement : 
“‘ The case of a monopsonist buying from a monopolist . . . is not discussed in 
this book.”’ (J. Robinson : Economics of Imperfect Competition, p. 218 n.). 

2 Austria is an obvious exception to this generalisation, 
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equal importance and these can only be discovered through effective 
demand. The way is open for a government, or anyone who has 
the power, to override the pricing system for the sake of what he 
conceives to be best. If the Communist claims to override the 
pricing system in the interests of equality, the Fascist may with 
as good right claim to override it in the interests of national 
power. 

Thus if the basic propositions of economic theory are held 
consistently, they can justify no other policy than that of laissez- 
faire. If fallaciously interpreted so as to yield the conception of 
maximum total utility of society as an algebraic sum, they can 
indeed form the basis of a policy; but this ideal is vague and 
equivocal, and not one which, in my judgment, any sensible 
government adopts or should adopt. It is the ideal of a govern- 
ment without ethical convictions, considering all its subjects to be 
of equal value, willing to base its power upon the greatest number 
merely—a government to whom “ push-pin is as good as poetry.” 


I conclude by proposing, without attempting to justify, some 
alternative propositions about human nature which seem to me 
just as plausible as those which economic theory takes as funda- 
mental : 


(1) Individuals do not aim either at maximum individual 
subjective utility, or at maximum social subjective utility in 
the sense of a sum in which everyone counts for one and no one 
for more. On the contrary, they claim to know what is objec- 
tively beneficial or valuable, and aim to realise it for themselves 
and for those they approve of or feel obligations towards. They 
often aim to benefit one of this group of persons, and such action 
cannot be appropriately conceived as indirectly aimed to benefit 
themselves. And they often prefer an undoubtedly lesser satis- 
faction for those they approve of than a greater satisfaction for 
those they disapprove of, or are indifferent to. And it is well so. 

(2) Men aim, not at the greatest satisfaction for themselves 
at the moment, but at the greatest enduring balance of advantage 
for the groups they are interested in. Nearly every man looks 
forward in time and outward into society. He directs his actions 
with an eye on the anticipated reactions of his fellows, and he 
sacrifices present advantages for the expected enduring advantage 
of his trade or profession. Whence the phenomena of mon- 
opolistic competition. 

(3) Nearly all desirable ends involve the restriction in some 


degree of the possible freedom of others. For example, all 
E2 
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exclusive property rights are coercive in the same way as monopoly 
rights, in that they deprive others of possible alternatives. Any 
“ total social satisfaction ’’ which did not count in satisfactions 
derived from coercion of others would be a poor thing. 

(4) In most men the desire for stability and security much 
outweighs their desire for the utmost possible freedom of choice. 
Competition that is endless, in which no one ever achieves an 
enduring position of superiority, is not an ideal that most men 
would desire; at most periods of history it has been the concern 
of governments to avert this state of things, by consolidating 
estates and corporations, with conventional prices and standards. 
When with the liberal-democratic era mobility was made the chief 
end of government policy, men took refuge in the creation of 
monopolies, based on property and on free association. It seems 
quite possible that a society arranged for the maximum security 
of producers based upon powerful monopolies—including union 
monopolies of workmen—would satisfy men better than one 
arranged to get the maximum freedom of consumers’ choice and 
workers’ mobility. 


“* Benefactors endow chairs of economics, audiences listen to 
economic lectures, purchasers buy economic books, because they 
think that understanding economics will make them better off. 
Is it really necessary for professors of economics to destroy this 
demand for economics teaching by alleging that they do not know 
what ‘ better off’ means? ” 1 But do they know ? 


St. Peter’s Hall, 
Oxford. 


1 E. Cannan’s review of L. Robbins’s Nature and Significance in Economic 
JOURNAL, 1932. 


C. Surron. 
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SOME NOTES ON THE STOCKHOLM THEORY OF 
SAVINGS AND INVESTMENT I. 


Ow1neG to a coincidence of circumstances, already at an early 
stage of the depression Swedish economists came to deal with the 
problem of variations in employment, output and prices by means 
of a theoretical apparatus rather different from the price theory 
in economic textbooks. There are surprising similarities as well as 
striking differences between that apparatus and the conclusions 
reached in Sweden on the one hand and Mr. Keynes’ “‘ General 
Theory ” on the other hand. Hoping that a discussion of two 
independent attacks on the same set of problems may throw some 
light on.the latter, I intend in this and the succeeding paper to 
make some observations on these two theories. In view of the 
fact that the Stockholm approach and theories are only partly 
available in other languages than Swedish, I shall begin with 
some observations on this work—pointing out differences from 
and similarities with Keynes’ position—and come in a second 
article to some critical notes on his theory. A more complete 
comparison between the two bodies of doctrines will have to wait 
until the Stockholm theory has been made available in English. 


A. The Development and Characteristics of the Stockholm Theory. 


Among the circumstances which explain the present trend of 
theoretical analysis in Swedish economics one should, I think, first 
mention the writings of Wicksell, which naturally attracted more 
attention in Sweden than elsewhere. His Geldzins und Giiterpreise 
of 1898 and his later books and papers on money contained the 
embryo of “a theory of output as a whole,” although this fact 
was not clearly perceived until the late twenties, when Professor 
Lindahl presented his elaboration of Wicksell. Wicksell started 
from the fact that the price of an individual commodity is deter- 
mined by supply and demand. If its price rises, one says that it 
is due to a rise in demand relative to supply. Naturally, if the 
prices paid for all commodities taken together rise—and thus the 
general price level is raised—a similar explanation should be pos- 
sible. Wicksell attempted to give such an explanation through 
his analysis of saving and investment. Thus, he broke both with 
the Say doctrine that supply creates its own demand and with the 
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accepted view that the theory of relative prices and the theory of 
money are two entirely different things, although he never arrived 
at a real unification of these theories. 

Wicksell’s analysis was concentrated on the process of price 
movements, in which credit plays a large rdle. Credit and savings 
have a time dimension. For this and other reasons he came to 
study time-using processes. The most famous is his so-called 
“ cumulative ” process, which proved to be an important “ type 
model” of economic development, 7.e., a ‘‘ model sequence.” 

Professor Lindahl—as will be shown below—followed up the 
Wicksellian analysis. He showed that it was useful in a study of 
changes in employment and output as well as in prices. Further- 
more, he showed that Wicksell’s cumulative process depended on 
special assumptions concerning the entrepreneurs’ expectations, 
thereby utilising the analysis of “ anticipations ’’ which had been 
presented in Professor Myrdal’s work, Pricing and the Change 
Factor, 1927. This work was the second of the circumstances 
which have vitally affected Swedish research in the field under 
discussion during the last decade. Myrdal discusses the influence 
of the uncertain future on price formation. To what extent are 
economic actions influenced by anticipatiops of future events, 
i.e. by expectations? In the static equilibrium price theory of the 
textbooks, this question had been neglected. Of the pre-depres- 
sion treatises only Marshall seems to have had it in mind. If he 
did not make much progress himself in this field, at least he used a 
terminology which protects him from much of the criticism which 
can be directed towards other writers. In fact, Keynes’ analysis 
of expectations in Ch. 5—which in many ways is similar to the 
general view in Stockholm—can be regarded as the following up 
of numerous suggestions in Marshall’s ‘“ Principles.” 

Myrdal tries to build these expectations into the static price 
equilibrium, and thus to give a picture of the forces existing at a 
certain moment of time. He does not attempt to construct a 
dynamic price theory which considers the rate of change and thus 
gives an account of a process in time. His theory can be regarded 
as the last step which a static theory can take in the direction of 
dynamics. In constructing his equilibrium Myrdal eliminates 
time from change, but not anticipations of time. In other words, 
he assumes a timeless adjustment, but with all friction and cost 
and expectations. While this may appear to be a peculiar con- 


1 Brinley Thomas, Monetary Policy and Crises, uses a different terminology 
from mine when he calls Myrdal’s theory the dynamic theory and seems to have 
overlooked the need for a different theory of the sort I call ‘‘ dynamic.” 
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struction, it is no doubt more realistic than the earlier static 
equilibrium. In any case, it enabled Myrdal to concentrate on 
the influence of expectations. This analysis was continued by him 
in Ch. V. of “Der Gleichgewichtsbegriff als Hilfmittel in der 
Geldtheoretischen Analyse,” in Bettrége zur Geldtheorie, published 
by Prof. Hayek in 1933. He there works out in some detail the 
vitally important distinction between “looking forward” and 
“ Jooking backward,” and shows its significance more clearly than 
he had done before in Swedish writings and discussions. This 
analysis of income and capital values with the aid of “ ex-post” 
and “ex-ante ’’ concepts is independent of the timeless equilibrium 
construction which is expounded in the paper and which is similar 
to that used in the book of 1927. In fact, it seems most useful 
in a period analysis of the type which Lindahl and myself are 
using, while Myrdal views it with some scepticism. 

The third decisive factor in the development of the Stockholm 
theory was Lindahl’s book on The Means of Monetary Policy 
(published in 1930 but circulated in proof a year earlier), which I 
have already mentioned. He used Myrdal’s expectation analysis 
to follow the Wicksellian line of approach by means of periods of 
time, perhaps somewhat under the influence of Mr. D. H. Robert- 
son in this latter respect. Some essential parts of Lindahl’s theory 
can be briefly indicated. 

Already Wicksell had stressed that consumption purchases are 
governed by that part of individual incomes which people want to 
consume, whereas investment purchases are not directly governed 
by the part of income people want to save. The decisions to save 
and the decisions to invest are taken largely by different indivi- 
duals, and there is no mechanism which guarantees that the 
volume of savings and of investment will always be equal. This 
is the very essence of the Wicksellian approach. Wicksell goes 
on to investigate what réle the rate of interest can play in making 
them equal, and what happens when they are not made equal. 
Lindahl does not concentrate his attention to the same extent on 
the investment activity. He starts from the formula : 


E(1 — s) = PQ; 


E is income, s savings ratio, P the price level of consumption goods, 
and Q the quantity of consumption goods. Regarded as a picture 
of a brief period, during which equilibrium exists, this equation is 
implicit in the equilibrium theory of prices. It can be used, how- 
ever, for an analysis of a process in time, which is divided into differ- 
ent periods. Lindahl studies the conditions under which the com- 
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ponents of the equation change, the volume of consumption goods 
as well as their prices. In so doing he naturally has to pay a great 
deal of attention, although not in my opinion sufficient, to the 
volume of real investment. He does not confine his discussion of 
policy to monetary policy in a narrow sense, but analyses also the 
effects of changes in the financial policy of the State, e.g. the finan- 
cing of deficits by borrowing. Thus, he departs a long way from 
the quantity theory of money approach, by which it was natural 
in any discussion of price problems, etc., to ask how the quantity of 
money could be affected. In fact, he follows Wicksell in assuming 
a perfect credit economy, where the quantity of money has no 
significance. It would carry me too far to describe his argument 
concerning Wicksell’s cumulative process. Among other things 
he introduces the hypothesis of unused resources and discusses 
alternative “‘ models,” based on different assumptions as to the 
disposition to save, etc., demonstrating that they behave rather 
differently under the impact of the same original change. He also 
investigates the importance of long- and short-term interest rates, 
and finds Wicksell’s concept of a “‘ normal ”’ rate of interest to be 
of little or no use. 

These Wicksell-Myrdal-Lindahl writings were the theoretical 
background for the work done by four economists, who were asked 
by the Unemployment Committee late in 1931 to write monographs 
on different aspects of economic policy in relation to unemploy- 
ment. What the Committee asked for amounted to an extensive 
treatment of the “economics of unused resources.” What will 
be the effect of this or that policy in conditions in which consider- 
able quantities of the industrial agents are unemployed? The 
fact that the Committee put the question in this way is the fourth 
and last of the circumstances which influenced the direction of 
Swedish research in the field under discussion. I should, how- 
ever, mention also the fact that Professor Bagge, a leading member 
of the Committee, had himself in 1930 published an excellent 
survey of the causes of unemployment, based on an assumption 
which one might call relatively constant demand in terms of 
money or “stable monetary conditions.” Hence, it was possible 
for the writers of the four monographs to concentrate on the pro- 
cesses of general expansion and contraction of economic activity, 
connected with variations in total demand in terms of money. 
These questions were, of course, the ones which attracted the 
greatest general interest at this time of severe depression. 

The titles of the four investigations, all published late in 1933 
and early in 1934, were the following: Hammarskjéld, On the 
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Spread of Conjunctures ; Johansson, Wage Development and Unem- 
ployment ; Myrdal, The Economic Effects of Public Financial Policy ; 
and my own book, Monetary Policy, Public Works, Subsidies, and 
Tariff Policy as Remedies for Unemployment. In spite of con- 
siderable differences in the methods and the terminology used, 
there is a certain unity between the theories developed and the 
conclusions reached in all the reports, including also the Final 
Report of the Committee on Remedies for Unemployment, published 
in 1935 and written by Dr. Hammarskjéld on the basis of discussion 
in the Committee. This report covers on the whole the same 
field of theoretical problems as those in Keynes’ “‘ General Theory.”’ 
While there is only a scanty discussion of the determination of the 
rates of interest, there is an extensive analysis of “ frictional ” 
unemployment and possible remedies, matters which are almost 
entirely ignored by Keynes. 

The high degree of unanimity between the writers mentioned, 
and the fact that they were all influenced by the Wicksell- 
Myrdal-Lindahl writings and by Cassel with regard to the anti- 
classical approach to price and distribution theory, make it 
justifiable to talk about a Stockholm school of thought. (The only 
non-resident in Stockholm is Lindahl, who worked in Stockholm 
for many years.) It must not be supposed, however, that the 
different members of this school agree on everything. As in 
my attempt below to illuminate certain aspects of the Stockholm 4 
theory I shall follow the version used by myself, I have to add that 
my terminology has been viewed with great scepticism by some of 
the younger Stockholm economists, chiefly because of my way of 
defining income so as to make savings and investment always 
equal ex definitione. Personally, however, I am to-day more than 
ever convinced that this set of definitions permits a simpler, more 
realistic and more easily understandable description of economic 
processes than the rather different definitions used by other mem- 
bers of the Stockholm school. 

Let me begin by enumerating the characteristics of what I 
propose to call the “‘ Stockholm Theory of Processes of Contraction 
and Expansion,” meaning thereby the analysis of changes in 
employment, output and prices. Firstly, in the discussion of 
special partial processes attention is concentrated on the reaction 
of the economic system as a whole, i.e. possible influences on the 


1 There is considerable similarity between my terminology and analysis 
and that presented by Myrdal in Ch. V. of “ Gleichgewichtsbegriff ’’ (1933) 
I learned a great deal from the Swedish, less complete, version of this paper. 
To some extent we arrived at similar conclusions independently of one another. 
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total volume of output and monetary demand.! Monetary theory 
is therefore made a part of the general price theory. The analysis 
has not as yet been pushed far enough to make it include a theory 
of business cycles. A book by Dr. Lundberg on cycle problems 
(Studies in the Theory of Economic Expansion) will, however, 
appear before this paper is published. Secondly, care is taken to 
state clearly when concepts like income and savings refer to plans 
or expectations for the future and when they are concerned with 
a period that is already finished. Thirdly, with the exception of 
Myrdal (whose position is not quite clear) all use a period method 
of analysis. In this respect the procedure is similar to D. H. 
Robertson’s. Fourthly, as in Hawtrey’s and Keynes’ theories, 
attention is concentrated on the action of the individual entre- 
preneurs or consumers, and not much is said about what this 
involves with regard to the movements of the currency units. 
The exception is Dr. Hammarskjéld, who in his book of 1933 uses 
a velocity of money approach. Fifthly, it has been found that 
the reasoning to be precise enough must be casuistic. Wide use 
is, therefore, made of ‘type models” like Wicksell’s cumulative 
process. For the construction of such models, simplifying 
assumptions are necessary. Hence each of them throws light on 
only one aspect of the processes of expansion or contraction. 


B. Some Aspects of Process Analysis.” 


1. To analyse and explain what happens or what will happen 
in certain circumstances it is necessary to register the relevant 
events. One needs a system of book-keeping which is relative to 
time. Not only is the time sequence of events as a rule important, 
the same is often true of the time-lags. It is therefore practical to 
use periods of time as a basis for the book-keeping. At the end 
of each period one can survey the registrations which refer to that 
period. This answers the question what has happened during a 
passed period. It is an account ex-post. 

This, however, explains nothing, for it does not describe the 
causal or functional relations. As economic events depend on 
man’s actions, one has to investigate what determines these 
actions. They always refer to a more or less distant future. 
Hence, one must study those expectations about the future which 
govern the actions, keeping in mind that expectations are based 


1 Compare my remarks on Keynes’ position in this respect : Section C. 1 below. 

2 Section B, §§ 1-8, is almost exactly the contents of a lecture given at 
University College, Dublin in May 1934. It also formed part of the Marshall 
lectures at the University of Cambridge in November 1936. It is a summary— 
with insignificant changes—of certain parts of my book of 1934. 
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on the experience of the past, although only partly the immediate 
past. This analysis of the forward-looking type can be called 
ex-ante, using Myrdal’s convenient expressions. It goes without 
saying that actions depend not only on ideas about the future, 
but also on actual conditions at the moment of action; e.g. the 
supply of capital instruments and commodity stocks, the character 
of existing contracts, etc. The ex-post description supplies 
knowledge about these things directly, and at the same time it 
throws light on those past events, which influence expectations to 
a greater or smaller extent. Obviously a combination of ex-post 
and ex-ante analysis amounts simply to this: after a description 
of actual events during a certain, finished period, and of the 
differences between these events and the expectations which 
existed at the beginning of the period, follows an account of those 
expectations for the future which more or less govern actions 
during the next period. The registration of events during this 
second period reveals again that expectations do not all come true, 
a fact which influences expectations and actions during the third 
period, etc. 

2. Let me indicate briefly the concepts required for the 
ex-post registration in the general process analysis. For each 
individual or firm one has the following equation : 


Ris revenue, i.e. the value of sales ; O is current costs, i.e. payments 
to factors of production and to other firms for goods used up during 
this period ; D is depreciation items, i.e. the computed costs for 
the period in question which are due to the use of things which are 
reckoned as products of earlier periods, minus corresponding 
appreciation items, which I leave out for the sake of simplicity ; 
E is net income, of which one part C has been used for consumption 
while the rest is savings S. R — O may be called gross income G, 
which is equal to D+ #. I shall, however, not make use of this 
concept below. 

These definitions are based on the picture of the transactions 
looked at from the “‘ income side.”’ If we now regard it from the 
*‘ expenditure side’ we get 


X=1+40C; 


X is total expenditure, I is investment expenditure, and C is con- 
sumption expenditure. I includes both O (which is, of course, a kind 
of investment, but for a space of time shorter than one period) and 
the investment of a more durable kind. J consists of reinvestment 
I* and new investment I”. 
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Returning to the income side, we see that the revenue which is 
not net income is the return of money which has earlier been in- 
vested, either during the same period—this sum is equal to O—or 
during earlier periods—which sum is equal to D. O + D can be 
called “ old savings made available” or “ free capital.” These 
sums indicate a flow which is “available ”’ for new investment 
expenditure. “Free capital” plus the new savings can be called 
“< waiting,” W, which is thus equal to: 0+ D+S. 

If we sum up all these things for all firms and individuals—that 
is, for society as a whole—we get the following identities. The 
distinction between reinvestment and new investment is made in 
such a way that the sum of investment, which is equal to free 
capital, is called reinvestment, while the rest is new investment. 


Revenue R = Total expenditure X. 

Free capital O + D = Reinvestment 1’. 

Savings S = New investment I”. 

Waiting W = Investment I. 

Net income 7 = New investment J" + Consumption C. 


The net income is, of course, equal to the sum total of all in- 
dividual positive net incomes after deduction of all negative net 
incomes. Similarly, savings for society as a whole are equal to the 
sum of all positive savings minus all negative ones. An individual 
has a negative saving when he uses for consumption more than his 
income. This occurs always when his income is negative. But in 
other cases also—if his consumption exceeds his net income—he 
has to use a part of his fortune or take credit. Thus the savings 
for society are the sum of all positive savings minus negative 
incomes, consumption of one’s own fortune and consumption credit. 

This set of definitions, which refers to industrial, not financial 
transactions, is somewhat similar to Keynes’ new terminology, 
which is based on the same type of identities. My investment / 
includes, however, more than Keynes’ investment. I shall put off 
the discussion of the depreciation term D until a later part of this 
paper, where I comment on Keynes, who has made the important 
distinction between automatic depreciation—which can be called 
“time depreciation ’’—and depreciation caused by use of the 
different assets—‘‘ use depreciation.” It should be mentioned 
already here that the computation of the depreciation terms de- 
pends upon expectations, and that therefore book-keeping, in- 
cluding the closing of the accounts—the registration, grouping 
together, and interpretation of events—is not a pure ex-post 
manceuyre, but a combination of ex-post and ex-ante. 
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3. I come now to the ex-ante phenomena-—that is, the psycho- 
logical causation. Purchases of goods and services are either 
intended for investment or for consumption purposes. Consider 
first investment purchases. The entrepreneur has certain expecta- 
tions concerning future events beyond his control and a certain 
knowledge about his productive apparatus, contracts, etc. On 
this basis he makes certain plans concerning his own investments 
during the coming periods, and these plans are actually carried 
out as far as his own actions during this period are concerned. 
For the period is chosen so that he does not change his plans until 
the beginning of the next period. Much ought to be said about the 
implications of this assumption, and about the necessity for periods 
of different lengths, but I must pass over it here. Plans are 
regarded as a special sort of expectations. The difference is that 
plans concern his own actions, while other expectations do not. 
Plans are often in terms of alternatives, to be realised under 
different sets of expected conditions. 

The investment plans are of course based on expected revenue 
from the investment in question and on the expected costs en- 
tailed, including the expected rates of interest. In brief, the 
plans are based on the profit expectations. But it would be wrong to 
assume that’ entrepreneurs plan to carry out all the investments 
which they think will yield a return, exceeding the rate of interest 
which they expect to pay. (Keynes’ statement that the invest- 
ment demand for capital depends on the relations of the marginal 
efficiency of capital to the interest rates, amounts practically to 
this.) Of all the possible investments which seem profitable, only 
some are planned for the next period and actually begun. This 
may be due to the fact that the present cash and credit resources 
of the firm are not large enough to permit more, or that the ex- 
pected cash and credit resources put a check on the investments. 
Sometimes, however, strong business firms which could easily 
borrow huge sums for profitable-looking investment prefer not to 
do so. They are averse to an increase of their indebtedness. It is 
an open question whether this can be regarded as evidence that 
they reckon on unfavourable developments, which would make the 
investment unprofitable, as probable enough to make it not worth 
while, or whether the explanation must run in other terms. (I am 
looking forward to a paper by Dr. Kalecki on this subject.) In 
any case it is clear that the cash and credit resources, which the 
firm has at its disposal at the beginning of a period and acquires 
during the period, provide an upper limit for its ability to buy, 
and that the expectations concerning them set a limit to its 
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investment plans; while the profit expectations and the expect- 
ations with regard to future cash and credit resources influence 
the desire to buy. As long as the latter does not touch the former 
limit, it determines the investment plans. (The above refers to 
investment in producers’ goods. A similar, but somewhat differ- 
ent, reasoning explains the investment in durable consumers’ 
goods.) 

Like investment purchases, the demand for non-durable con- 
sumption goods and services is influenced by expectations and by 
knowledge concerning the actual situation of the consumer. On 
the basis of these circumstances consumption plans are made for 
the future, and as far as purchases during the first coming period 
are concerned, these plans are realised. Of course, the plans are 
not definite, for the consumer has not one precise expectation, 
e.g. about what prices will be during the next period or how much 
cash he will receive. But he usually plans to spend a certain sum 
for consumption purposes, and has alternative purchase plans 
concerning the distribution of this sum between different lines of 
consumption. The important thing for an analysis of changes in 
employment, output and prices is the sum total he plans to spend 
and does actually give out. On what does this sum total of planned 
consumption depend? First of all on the consumer’s income ex- 
pectations. Not his expected income during the first coming 
period only, but on what he expects to earn over a long period in 
the future. Ifa man gets a temporary, well-paid job which gives 
him a much higher salary than he is used to and more than he can 
expect to earn later on, his standard of consumption will obviously 
be much affected by consideration of this latter fact. 

As a parenthesis let me observe that Keynes’ analysis on this 
point seems a little superficial. On p. 28 he indicates that con- 
sumption depends on the relationship between the community’s 
income and the propensity to consume. And on p. 57 he writes 
about the causal significance of net income : ‘‘ Net income is what 
we suppose the ordinary man to reckon his available income to be 
when he is deciding how much to spend on current consumption ”’ ; 
Keynes adds that the consumer also considers, ¢.g., windfall gains. 
There are two objections to this standpoint. The income which 
has causal significance is not Keynes’ ex-post concept, the realised 
income during the last period, but the eapected income. Secondly, 
the expectations for many coming periods influence considerably 
the consumption plans and actual consumption during the next 
period. To make the relation between consumption and lasi 
period’s income the central thing in a causal analysis, which should 
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explain why people act as they act, is to overlook that these actions 
are determined by expectations, which often have only a loose 
connection with last period’s realised income. This fact every 
American would willingly testify to-day; most of them expect 
growing incomes and base their consumption plans thereon. 
The term “ propensity to consume ”’ could well be used to indicate 
the relation between expected income and planned consumption. 
But even so it has the disadvantage of leading people to think 
that consumers plan a certain relation between the expected 
income during the neat period and that period’s consumption, 
whereas they actually correlate consumption plans and income 
expectations for many future periods. ‘Therefore, it is better 
to indicate their attitude, when they are relating consump- 
tion plans to these expectations, with the term “ propensity ”’ 
or “disposition to save.” The relation between expected in- 
come and planned consumption (or planned saving) during the 
next period can be called the “ planned consumption ratio ” (or the 
“planned savings ratio”). The consideration of income expecta- 
tions for many future periods is, of course, the principal reason 
why people during depressions often consume much more than the 
income they expect or actually earn during the periods at the bottom 
of the depression. Note that the reasoning above takes into 
account the influence of windfall gains or losses. Having changed 
the individual’s fortune, they directly influence his long-term 
expectations concerning income from interest, and they may set 
up expectations about future similar gains or losses. 

Returning to the other circumstances which affect consumption 
plans, one must list chiefly two types : the expectations concerning 
future prices, and the expectations concerning future needs in 
comparison with the consumer’s present needs. It is not necessary 
to dwell on these factors, the importance of which is obvious. 
The latter has been much discussed in the standard works on the 
theory of interest. The present and expected future position with 
regard to cash or credit plays the same role for consumption 
demand as for investment demand. 

The above reasoning, in my opinion, provides a solution to the 
problem which bothered Wicksell a great deal, as seen from his last 
paper on “ The Scandinavian Crowns,” published as an appendix 
in the English edition of Geldzins und Giiterpreise. He there 
expresses doubts about the limitation of purchasing power, which, 
in the absence of an inflationary credit policy that gave new credit 
exceeding the simultaneous saving, was supposed to prevent 
prices from rising more than in proportion to the reduction in the 
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supply of commodities due to war-time scarcity. If one man 
buys butter at high prices, his ability to buy other goods is 
reduced, but at the same time the farmer who sells the butter 
becomes in a position where he is able to increase his pur- 
chases. Hence it is not clear that a doubling of the price of butter, 
when its supply is reduced by one-fourth, should have any depres- 
sing influence at all on other prices. 

Obviously Wicksell is right in this : there is no upper limit for 
purchases, which is fixed by the available purchasing power. 
The more people buy, the greater the total purchasing power in 
use. The holdings of cash and the amount of unused, available 
credit can be said at any given moment to indicate “ unused 
purchasing power”; it is not reduced by purchases, only trans- 
ferred. What, then, determines purchases and thus price move- 
ments as far as the demand side is concerned? The answer is 
given above. An individual’s present cash or credit, plus what 
he receives during a period, sets the upper limit for what he can 
spend during that period, i.e. governs his ability to buy. His 
expectations, etc., determine his willingness to buy within that 
limit. 

It goes without saying that a similar analysis of expectations, 
etc., is required to explain supply as to explain demand. But 
this is chiefly only another side of the entrepreneurs’ investment 
plans, and need not detain us. I also pass over the analysis of the 
so-called period of investment. To be of any use this must be 
an ex-ante concept. One deficiency of the Vienna theories about 
the period of production is that it was not made clear when the 
concept was used ex-post and when ex-ante.1 

4. Let us turn now to a comparison of the ex-post and the ex-ante 
concepts. Every one of the former has got a corresponding one 
among the latter. Thus we may simply fix an a at the bottom of 
each letter to indicate that it is anticipated, i.e., expected or planned 
income, savings, investment, etc., instead of realised. E.g. E, = 
Sa + Co. 

Consider the relation of planned savings S, to planned new 
investment J,". There is no reason for assuming that they should 
be equal. But when the period is finished, new investment I” is 
equal to savings S. How does this equality “come about” ? 
The answer is that the inequality of S, and J, sets in motion a 
process which makes realised income differ from expected income, 
realised savings from planned savings and realised new investment 


1 See the illuminating paper on “The Period of Production and Industrial 
Fluctuation,” by Martin Hill, in the Economic Journat, 1933. 
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differ from the corresponding plan. These differences we can call : 
unexpected income E,, unexpected new investment I, and uninten- 
tional savings S,, (“ unintentional ” is preferable to unexpected in 
this connection). ‘The business man who, after the closing of his 
accounts, finds that he has had a larger net income than he expected 
and that therefore the surplus over and above his consumption 
is greater than his planned savings, has provided “ unintentional 
savings ” which is equal to this extra surplus. Unexpected new 
investment which, like unintentional saving, may, of course, be 
negative, can mean simply that stocks at the end of the period are 
different from what the entrepreneur expected. 

All this is very simple. Many readers may wonder if it is 
worth bothering about in such detail. The answer is that unless 
the difference between ex-ante and ex-post concepts is kept quite 
clear, confusion is bound to ensue. The profit concept in Keynes’ 
Treatise on Money—which in most places was an ex-post concept 
where certain items had been deducted and reckoned as belonging 
to the next period, but which was used in the causal analysis 
as if it had been an ex-ante concept—is a case in point. Sub- 
sequently I shall demonstrate that even in Keynes’ “General 
Theory ”’ a similar though perhaps less important lack of precision 
is to be found. 

To avoid misunderstanding of the above terminology, I wish 
to stress the fact that income has nothing to do with the actual 
receipt of cash. The term is used very much in the sense of the 
ordinary business account. It is not surprising, therefore, that— 
according to my experience—people with practical experience of 
business but with no training in economic theory find the system 
of terms I have sketched and their use in analysis of real problems 
relatively easy. 

Finally, it is obvious that one has to make a distinction be- 
tween income and “ Capital gains or losses.’ This latter is a little 
wider than Keynes’ ‘“‘ Windfall gains or losses.” I return to this 
question later. 

5. Let me now indicate very briefly how an account of various 
processes can be given with the above terms. Considerations of 
space force me to make it somewhat “ short-hand.” Assume that 
people decide to reduce their savings and increase their consump- 
tion during the next period by 10 million, as compared with the 
realised savings and consumption during the period which has just 
finished. They expect their income to be unchanged. Assume 
further that the planned investment is equal to the realised invest- 
ment during the last period. What will be the result? Retail 
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sales of consumption goods will rise 10 million and the stocks of 
retailers will at the end of the period be down, e.g. 7 million, the 
remaining 3 million being the extra income of the retailers. This 
latter sum is “ unintentional’’ savings. Thus realised saving 
is down only 7 million, or the same amount as realised investment. 
For the next period planned investment by retailers will be higher. 
Furthermore, their income expectations will be more favourable, 
and therefore their planned consumption greater also. Both 
investment purchases and consumption purchases will be greater 
during this second period than during the former, if consumers’ 
disposition to save is the same. Output will rise, or prices go up, or 
both. While planned savings will be a little greater than during 
the former period—owing to the retailers’ expectations of greater 
income—planned investment will go up more. For stocks of 
consumption goods will need refilling. Thus, during this period 
also, planned new investment will exceed the planned savings, and 
the process of expansion of the sum of transactions—and thereby 
quantities, or prices, or both—will go on. 

The discrepancy between planned savings and planned invest- 
ment can be regarded as the cause of the process. A similar de- 
velopment will follow if the original change is an increase of planned 
investment unaccompanied by any growth in planned savings. 

This, however, is only one side of the story. Even if planned 
savings and planned investment should happen to be equal, a 
process of expansion is possible. The only thing then required 
is that expected incomes grow, and that consequently consumers 
increase their purchases. This fact has often been overlooked by 
writers who, under the influence of Wicksell or Keynes, start from 
the saving-investment analysis. 

6. The Speed of Reactions.—Obviously, in each case one has to 
study the actual transactions in their relation to the plans and 
expectations. The different reactions depend on that. As these 
reactions often go in opposite directions, it is necessary to consider 
the relative strength and speed of these tendencies. What happens 
first ? 

Take a simple case. Assume that the wheat crop in important 
producing countries promises to be unusually large, as in 1928. 
The price of wheat then falls so heavily that the expected total 
value of the crop is lower than its average value, and lower than 
in previous years. Consequently farmers expect lower incomes 
during the next year. (This is one illustration of the impossibility 
of making any general assumption that everybody expects his 
income during the next period to be what it was during the last 
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one.) So far nobody else expects higher incomes. On the con- 
trary, wheat merchants are apt to have more pessimistic income 
expectations owing to the fall in the value of their stock of wheat. . 
Farmers and perhaps merchants decide to reduce their con- 
sumption purchases, and carry this out. But does not a compen- 
satory increase in demand for consumption goods come from con- 
sumers who get their bread cheaper, and therefore have more 
money left for other things? Perhaps, but not at once. Mills do 
not reduce their prices immediately nor bakers their bread prices. 
Hence, to begin with, a decline in the total demand for consump- 
tion goods ensues. This may set up pessimistic profit expectations 
in some lines of industry—those selling to the farmers—and lead 
to a decline in investment, employment, and workers’ income 
expectations, etc. Some such thing may have happened during 
the period immediately before the great depression, contributing 
towards its outbreak and severity. (A more complete analysis 
should, of course, as pointed out to me by Prof. Rogin, deal also 
with the speed of the reaction of supply. The above is only an 
illustration.) 

Turn for a moment to the case above of a reduction in planned 
savings. I tacitly assumed that the banking system did not change 
its credit conditions. If, however, banks should immediately 
curtail credit—perhaps because they find that the flow of money 
into savings accounts is reduced—then investment purchases 
may be curtailed to the same extent as consumption purchases are 
. increased. Hence, total purchases do not grow during the first 
period, compared with the last one, and what happens during the 
second one is uncertain. There is no greater probability that an 
expansion is caused than a contraction. 

Obviously, the effects of a certain primary change varies with 
the time sequence and the speed of the secondary reactions. The 
consequences of changes in wage rates, tariffs, etc., will be different 
under different conditions. 

The alternative processes which are caused do, of course, 
assume different developments with regard to the quantity or the 
velocity of the means of payments. But it is the time sequences 
and the time-lags between the various reactions—both the psycho- 
logical reactions and the actual transactions—which govern the 
process much more than the construction of the monetary and 
banking system. Except when the latter reacts by causing a 
change in credit conditions, it has very little influence. It does 
not, therefore, seem very practical—although it is quite possible— 


to study the processes in terms of what happens to the velocity 
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of money, i.e. by following the monetary units round their way 
in the economic system, in order to find out whether they are 
hoarded or not, etc. It is better to direct attention to the circum- 
stances which make people change supply and purchases, and to 
analyse the speed of these reactions, studying the monetary mech- 
anism only as one factor among several. The reactions of pur- 
chases depends, e.g., on (1) the speed with which profit and other 
income expectations are affected (see the crop-variation case 
above) ; (2) the speed with which (a) the amounts of cash in the 
hands of different firms or individuals are changed, and (b) the 
willingness of credit institutions and others to give credit is 
affected ; (3) the actual cash and credit position when the primary 
change occurs. The latter circumstances concern the ability to 
buy, the first one the willingness to buy within the limits of ability. 
If the actual resources of many people are ample, then factor 
No. (2) is of little consequence. 

It seems probable that in many cases the changes in the willing- 
ness to buy exercise the decisive influence. Hence, it is not then 
the speed with which the means of payments move, but rather the 
speed of the psychological reactions which is the governing factor. 
Eg. during a severe depression many firms have more cash and 
credit facilities than they need for any purchases under considera- 
tion.1 

7. The Sources of Increased Savings during an Expansion.—lIf 
the interest level is reduced, or the profit expectations raised or 
public works started, and thereby the total volume of investment 
expanded, while the planned saving is, to begin with, unchanged, 
how then is a larger volume of saving—corresponding to the 
increased investment—called forth? The answer is simple. 
At the end of each period some individuals and firms find that they 
have had larger incomes than they expected. In other words, 
realised savings exceed planned savings. Secondly, the negative 
incomes which reduce the net savings for society as a whole are 
reduced. Thirdly, as incomes and expected incomes rise, planned 
savings grow also. 

There is in this explanation no room for such expressions as the 
common one, that ‘“‘ the expansion of investment has been financed 
by credit expansion,” e.g. the printing of new notes, “ injection 
of new money,” and the like. Whether the note circulation is 
increased or not is immaterial, and has nothing to do with the 
question how the savings which correspond to the increased invest- 


1 The reader may expect some discussion of the speed of supply reactions 
and their relation to stocks, unused capacity, etc. But as the reasoning above is 
only an illustration, I have felt free to leave these things out. 
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ment are called forth. Even when the State finances public works 
with the printing of new notes, the increased investment is matched 
by increased “ real” savings. At the end of the period some people 
hold more cash than at its beginning. This is evidence that they 
have had an income which they have not consumed, i.e. that they 
have saved. EHzx-post there is ex definitione equality between 
savings and investment. The usefulness of this construction is 
that one has to show through what process it is “‘ brought about,”’ 
even though, as in this case, planned savings differed from planned 
investment. This process has little or nothing to do with the ques- 
tion whether new notes are printed or not. It is just as possible 
during a period of constant quantity of money. Naturally, in that 
case the velocity increases. But to say that either the quantity 
of money or its velocity, or both, must increase is a truism and no 
explanation. It amounts to saying that in order that the total 
money value of transactions shall be able to rise, MV must rise; 
but MV is the total money value of transactions. Hence, it would 
seem that the quantity theory of money approach and the “ in- 
jection of new money ” idea have led to some confusion. 

Are the new savings called forth by the larger investment 
“forced”? This is, of course, a matter of terminology. To talk 
about forced savings seems, however, unfortunate, as the people 
with fixed incomes who reduce their consumption when prices go up, 
nevertheless probably save less than before. A “forced levy ”’ is 
therefore a better term. But it is not certain that prices go up. 
Output may expand at constant prices. In any case, the extra 
savings come from people who get larger incomes than they ex- 
pected. Hence, the thing to be stressed is this ‘‘ unintentional ” 
saving. As already explained the decline in negative incomes 
and the later rise in planned positive savings and reduction in 
planned negative savings are also part of the process. 

The character of the further process depends on which kind of 
new savings are created. To the extent that increased investment 
leads to larger planned savings, without any increase in expected 
income, it is void of expansionary force. Consumption demand is 
then reduced as much as investment purchases expanded. If 
this condition is not fulfilled, total purchases grow, incomes rise, 
unintentional savings rise, and later planned savings also. But 
this latter increase in planned savings comes later than it should 
have done to prevent the process of expansion from continuing. 

BeERTIL OHLIN 
Berkeley, 
California. 
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RECENT TRENDS IN THE LANCASHIRE COTTON 
INDUSTRY 


In the Economic JouRNAL (Sept. 1936) Dr. M. J. Elsas and Mr. 
Barnard Ellinger presented a series of indexes intended to indicate 
changes in the activity and prosperity of the Lancashire cotton 
industry. The general impzession of recent trends in Lancashire 
which would be drawn from these series is somewhat surprising, 
and further examination of the statistical sources and methods 
employed brings to light a number of weaknesses which appear to 
vitiate very seriously the conclusions. In addition, there are 
grave objections to the combination into composite indexes of the 
very diverse and heterogeneous series used’ by Dr. Elsas and Mr. 
Ellinger; the reliability of the different statistics varies very 
greatly, the weights applied are highly arbitrary and, finally, the 
resulting trends are often the average of sectional movements so 
divergent that the utility of the final indexes is not very great. 


Activity of the Cotton Industry. 


Elsas and Ellinger use four series to make up their Index of 
Activity for the Cotton Industry—deliveries of cotton to spinners, 
the number of spindles, the total earnings of weavers, and the 
numbers in employment in both spinning and weaving. Three of 
these components (spindleage, weavers’ earnings, and numbers in 
employment) are very dubious indicators of activity, and the 
fourth (deliveries to spinners), while much more reliable, moves 
very differently from the other three. The spindleage figures 
(from the International Cotton Bulletin) given by Elsas and 
Ellinger, refer not to the number of spindles used, as they describe 
them, but to the total number of spindles in place in the industry. 
They represent, therefore, the total capacity of the industry ; 
the reduction in spindleage by about 18 per cent. between July 
1932 and January 1936, represents not a decline in activity, 
but a partial readjustment of capacity to the present level of 
demand. The fall in this series is largely responsible for the 
downward trend of the general Activity Index. (The number of 
spindles at December 1932 should read 50,167,000, not 52,176,000.) 

The statistics of weavers’ earnings derived from employers’ 
returns published in the Ministry of Labour Gazette would be more 
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useful were the figures at all complete. Unfortunately, they 
represent only the one-sixth of the industry which makes returns. 
Moreover, the number of firms making returns varies appreciably 
from month to month. A comparison of the crude monthly totals 
is thus not significant. The Ministry of Labour Gazette gives, 
however, the monthly percentage changes for firms reporting in 
more than one month; these figures could be used in the form of a 
chain index, and would show, on the whole, less striking changes 
than the crude totals of wage bills. 

If the wage bills reported by weaving firms to the Ministry of 
Labour were an accurate indication of the total value of output, 
changes in wage bills should be comparable with changes in the 
net output of the weaving trade. Thus between 1933 and 1934 
the net output of the cotton weaving trade (from the Reports 
of the Import Duties Inquiries) increased from £20-1 to £20-6 
million, by 24 per cent. The wage bills in the Ministry of Labour 
Gazette, on the other hand (7.e., the figures given by the Gazette 
for changes in comparable firms) declined by 6 per cent. between 
1933 and 1934. If the wage bills were complete, this difference 
would be important; it would suggest that average prices had 
increased, while average wage costs had been falling. But the 
sample of wage bills is so small that comparisons of this kind 
cannot be made with any certainty. 

For the figures of total employment, which account for 50 per 
cent. of the total weight of this index, Elsas and Ellinger have used 
the number unemployed in the cotton industry in all the principal 
cotton centres of Lancashire and Cheshire (given monthly by the 
Ministry of Labour Gazette). To reach a total of the number in 
employment, they have applied to these figures of unemployment 
the percentage unemployed in the cotton industry in the United 
Kingdom as a whole. It would have been simpler and more 
accurate to derive an index of employment from the internally 
consistent United Kingdom figures of insured and unemployed. 
(Two errors in the figures in Table A should be mentioned. In 
the last column, in June 1932, the July figure is given. Use of the 
June figure reduces the number of employed, as arrived at by this 
method (column d) to 296,300. In December 1933 the percentage 
unemployed was 19-7, not 20-6, and the corresponding figure in 
column (d) should read 329,300.) 

Elsas and Ellinger’s Index of Activity shows a general down- 
ward tendency during 1932-35. This tendency is not confirmed 
by more accurate and comprehensive statistical data. From 
1933 to 1934, when the Index of Activity dropped considerably, 
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yarn output, according to the Reports of the Import Duties Inquiry, 
increased slightly, and the output of cotton and rayon piece-goods 
remained almost the same. Fairly accurate estimates of cotton 
yarn output for every year can be based on the figures of raw cotton 
consumption at the spindle point published by the International 
Federation of Cotton Spinners’ Associations, and show a steady 
increase from about 1,110 million lbs. in 1932 to about 1,250 
million Ibs. in 1935. 

For a eurrent index of activity in the cotton-spinning industry, 
the figures of deliveries to spinners are probably the most satis- 
factory. They are affected, it is true, by changes in mill stocks; 
but stocks do not alter very considerably during short periods. 
In the accompanying chart, deliveries to spinners are plotted 
alongside a series (from the Economic Service of the Joint Com- 
mittee of Cotton Trade Organisations) showing the ratio of actual 
production to full-time productive capacity. The upward trend 
from year to year in the latter series reflects simply the diminishing 
capacity, but the month-to-month changes in the two series are 
generally in agreement, and suggest that deliveries to spinners are 
a reasonably good indication of changes in spinning activity. 

In the weaving and finishing sections of the cotton industry no 
statistics accurately showing changes in activity are available. 
The wage bills published by the Ministry of Labour, as has been 
said, are not sufficiently reliable. The statistics of employment 
are some guide, but, in weaving at least, are defective on account 
of extensive ‘“‘ under-employment ” not shown in the figures. 
It is a common practice when orders are scarce for weavers to 
operate a reduced number of looms; thus changes in the number 
employed do not necessarily mean changes in production. From 
1933 to 1934 the average number in employment in weaving fell 
from 191,000 to 182,000, while the output of piece goods remained 
almost unaltered. 

While reasonably accurate and up-to-date indicators of 
spinning activity are, therefore, available, statistics of corre- 
sponding value for weaving and finishing cannot at present be 
obtained. In any case, the cotton industry is less a single 
economic unit than a group of industries, each of which sells the 
largest part—but by no means all—of its output, and buys 
the largest part—but by no means all—of its materials, within the 
group. There is probably little to be gained from the association 
of diverging statistical series, of varying reliability, into a single 
composite index intended to represent the activity of a very 
heterogeneous industrial group. 
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CHARTS ILLUSTRATING CHANGES IN THE ACTIVITY OF THE 
COTTON INDUSTRY 
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Activity of Export. 

Dr. Elsas and Mr. Ellinger rightly emphasise the point that 
exports alone are no longer an adequate indication of changes in 
the activity of the cotton industry. In 1934, about 54 per cent. 
by value of the production of cotton piece-goods was exported ; 
the proportion was almost certainly less in 1935. 

Elsas and Ellinger’s Index of Exports is a weighted index of the 
quantities of yarn and thread (in pounds weight) and of piece- 
goods (in square yards) exported during each six months. The 
weights, apparently, are chosen arbitrarily. For a simple index of 
quantities exported, the total in pounds weight would probably 
be more suitable. But by means of an index of the ‘‘ quantum ” 
of exports, allowance can be made for the considerable difference 
between the average values of exports of different classes of cotton 
goods, and for the important changes in the relative importance 
of the different classes. A quarterly index of the “ quantum ” of 
exports of cotton goods, based on the average values per unit of 
yarn, thread and grey, bleached, printed, piece-dyed and yarn- 
dyed piece-goods in 1930, is shown in the accompanying diagram. 
The fall between the first and second halves of 1932 shown by 
Elsas and Ellinger’s index is due principally to a substantial fall 
in yarn exports; use of a quantum index converts this decline 
into an increase. 


Index of Prosperity of the Employed. 


This index is based entirely on the sample of wage bills 
published in the Ministry of Labour Gazette, and is therefore open 
to the objections already raised against these figures. 


Index of Prosperity of the Entrepreneur. 


Elsas and Ellinger’s index of ‘‘ The Prosperity of the Entre- 
preneur ”’ is based on two factors—share values and the margins 
between cloth or yarn and raw cotton prices. 

The index of share values used by Messrs. Elsas and Ellinger 
represents changes in the profitability, and supposed profitability, 
of twelve combines. The basis of Tattersalls’ index (from which 
the share values are taken) is not 1914, as stated in Table D, but 
the par value of the share. Of the twelve firms, four are spinning 
or spinning-weaving combines (but the Lancashire Cotton Corpora- 
tion and Combined Egyptian Mills are not among them, and the 
shares of two of the quoted companies stood at less than 5 per 
cent. of par during the whole period, and therefore hardly affect 
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the index), two are sewing-thread manufacturers (of which one is 
located in Scotland), five are finishing trade combines, and one is 
a merchanting firm. An arithmetic average of the share quota- 
tions of all the companies is taken; on December 31, 1935, the 
two sewing-thread companies alone accounted for 58 per cent. 
of the aggregate quotations. The resulting index cannot be 
regarded as representative of the cotton industry as a whole. In 
any case, the well-known cotton shares usually quoted are not 
necessarily representative; a fully representative index of cotton- 
trade share values would have to take account of the numerous 
shares of small companies marketed in Manchester and Oldham. 
The margins between cloth or yarn and raw-cotton prices are a 
guide to the “net output ” of the industry, but are affected by 
changes in costs as well as by changes in profits, especially over 
considerable periods of time. Moreover, margins based on price 
quotations for a single day in June and a single day in December 
hardly give an adequate impression of half-yearly changes. 
(The prices in Table D are wrongly described: column K(a) 
should read “ weft” and not “cop twist’’; ‘Fine Sakellaridis 
Fully Good ” should read “ Sakellaridis Fully Good Fair.’’) 
The figures of ‘“‘ net output ” of exported cotton manufactures 
(obtained by subtraction from gross export values of the estimated 
raw cotton content) are interesting and important, but should 
surely be related to the quantities of each class of goods exported 
if they are to show profits, or even margins. As the figures stand 
they indicate simply “ activity of export,” but in terms of value. 
From other information, the actual trend of profits appears to 
have been rather different from the changes in the prosperity of 
the industry suggested by Elsas and Ellinger’s index. According 
to their index, about the same level of prosperity was experienced 
in 1933 as in 1932; while in 1934 there was a marked decline 
which continued into 1935. A summary of actual profits in over 
150 cotton-spinning firms is published in 7J'attersalls’ Cotton Trade 
Review: according to these figures there was a steady increase of 
the rate of profits in cotton-spinning from 1932 to 1935. Because 
of the large number of private companies, no general profit 
figures are available for cotton weaving. The aggregate profits 
of five combines in the finishing section, which together accounted 
for nearly half the trade, moved irregularly ; there was a decline 
in 1933, a recovery in 1934, and a further decline, to less than the 
level of 1933, in 1935. 
It appears, therefore, that Elsas and Ellinger’s indexes give an 
inaccurate and misleading impression of the changes in the activity 
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and prosperity of the cotton industry. While their indexes 
present a picture of decline between 1932 and 1935, there is 
reason to believe that the real trend, both of activity and 
prosperity, has been fairly stable, with an upward tendency in 
certain sections, since 1932. Yet the rate of recovery—when 
compared either with pre-depression years or with the recovery in 
most other industries—is remarkably slow. A great part of 
Lancashire, largely because the cotton industry still depends for 
half its market on the export trade, is excluded in present 
conditions from the general progress towards prosperity. 
CHRISTOPHER SAUNDERS 


Joint Committee of Cotton Trade Organisations, 
Ship Canal House, 
Manchester. 


EARNINGS OF WORKERS IN LARGE INDUSTRIAL 
ESTABLISHMENTS IN BRITISH INDIA. 


It is well known that there is no census of wages in India. 
Provincial reports on the working of the Indian Factories Act 
contain a few figures of the monthly wages of some classes of 
factory workers, but on the evidence of the chief inspectors 
themselves these statistics are not very reliable, while even if 
they were, they afford no clue to the earnings of industrial workers, 
as no classified figures of the latter are available. Here was 
obviously a field for private statistical enterprise, and this note 
is based on the results of a rather ambitious attempt at a private 
wage census carried out by the author in the summer of 1935. 
We sent a circular letter and two printed forms to all the industrial 
establishments employing over twenty workers each in India; 
one form related to details of the value of industrial output and 
the other to the number of workers employed, tabulated in a small 
number of wage groups. The establishments thus dealt with 
numbered 8,143, including concerns run by Government and local 
authorities—names and addresses having been obtained from 
Large Industrial Establishments in India in 1931, a biennial official 
publication issued in 1934. The number of workers covered by 
the inquiry was 1-4 millions. To the 8,143 letters sent by us, we 
received a little over 700 replies. Of these 300 were our circular 
letters and enclosures returned to us through the Dead Letter 
Office, as the addressees had either left or could not be discovered 
at the addresses given in the official directory. Nearly 300 
replies were regrets and refusals, differing from one another only 
in the degree of politeness and ingenuity with which they found 
reasons to avoid answering our questions.1 One correspondent 
so completely misunderstood our objective that we have thought 
it worth while to reproduce his letter as a bright interlude in an 
otherwise wearisome task of investigation by correspondence. 


1 One correspondent wrote to us that “‘ he was not in the habit of complying 
with such requests,’”’ while another did not see why he should make his staff work 
collecting figures for a private investigator when they were already tired of filling 
in returns for Government. 
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To 
The Manager of Gonville and Caius College, Cambridge, 
Great Britain. 


Sir, 
You send me the cover of papers on 16-7:35. I 


received them on 18-7-35. I have not understand it detailly. 
I want to know the details of it. So please send me the 
prospectus and bye-laws of business. If you send me them, 
if it is of benefit to me, we are ready to send the orders. 
Yours sincerely, 


By a curious oversight, the polite writer of this interesting 
epistle omitted to sign himself, and the author could not pursue 
the matter any further. We do not know what end has overtaken 
the remaining 7,000 letters which have been neither answered nor 
returned from the Dead Letter Office, though it is not impossible 
to make a shrewd guess on the matter. 

Fortunately 130 replies contained forms which had been 
filled in. Of these we had to reject 17 forms, as some of them 
related to Indian States, 3 to technical training schools and the 
others were not understandable. The figures we have used relate 
to 113 industrial establishments employing 65,910 workers. The 
data thus covered more than 4 per cent. of the total number 
employed, returns being received from a little more than 2 per 
cent. of the industrial establishments mentioned in the Directory. 

Before we proceed to use these statistics, we must discuss the 
preliminary objection that our results are not a proper sample. 
They are not, of course, a random sample in the orthodox sense. 
Random sampling really presupposes complete control over the 
data, the certainty that the random unit selected for study or 
approached for examination will respond to the wooing of the 
investigator. If we had selected, e.g., one in every fifty establish- 
ments and sent them our circular letters, we would undoubtedly 
have saved on postage, but there was no guarantee that we would 
have got any greater measure of response than we have now. As 
it is, with the wide scope of our inquiry, we have not done so 
badly. Replies have been received from big as well as small 
establishments; from establishments paying a high average wage 
to ones paying an unpleasantly low wage. The returns are spread 
over all the different provinces, and relate to all the principal 
classes of industry dealt with in the directory, with one regrettable 
exception.! On purely a priori grounds, one would expect that 


1 In spite of our best efforts and personal interviews with some important 
people in Calcutta, we could not get a single form filled up and returned to us 
from any of the jute mills. 
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small employers would be less inclined to respond, and, in fact, 
they did respond the least, gins and presses being particularly 
under-represented in our sample. From the point of view of 
provincial distribution, response from Central Provinces was most 
encouraging. Bombay and Madras did well, but Bengal and 
Burma were decidedly under-represented. After a careful 
examination of the data from the point of view of size distribution, 
provincial distribution and distribution by industries, it became 
evident that the simple average of the wage bill of these 65,910 
employees could not be used as a basis for calculating the income 
of the 1-4 million industrial workers. Weighting was necessary 
in each case; and has been resorted to for off-setting the deficiencies 
in the results of our wage-inquiry. Three alternative totals of 
the wage-bill of organised industry have been accordingly prepared. 

First, an attempt was made to analyse the figures with a view 
to discovering the “ critical size,’ beyond which the average wage 
ceases to rise with an increase in the size of establishment. It was 
very hard indeed to discover this useful figure. In the case of 
establishments employing less than 100 persons, wages showed 
a steady tendency to rise with increase in the size of firm; 
in the case of those employing more than 100 but less than 
1000 persons, wages remained steady for a time in spite of an 
increase in size of firm, and then responded; while for establish- 
ments employing more than 1,000 persons, wages showed an actual 
tendency to fall. It was therefore decided to separate our data 
into these three classes and calculate the average wage paid in 
each class. We then proceeded to find out the size-distribution 
of all the industrial establishments in India by taking a sample of 
one page in four from the directory. The sample covered 382,037 
persons, or nearly 27 per cent. of the total number. We reproduce 
in the following table figures of the average wage and percentage 
of workers in each size-group in our wage inquiry, and also the 
percentage of workers in each group in the sample taken from the 
directory. 


% of No. in each 


en edin | Group to total No. Average 
Establish- each Group. of Workers. Wage in 
ments ___| each Group 
Employi ' ding t 
Perscns.” In our | InSample | Inour | In Sample a 


Wage | taken from| Wago | taken from! [nquiry. 
Inquiry. | Directory. | Inquiry. | Directory. 


1-99 4,268 84,985 6-4 22-3 Rs. 206 
100-999 16,501 91,393 24-9 23-9 Rs. 288 
1,000andmore; 45,401 205,659 68-7 53-8 Rs. 278 
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Weighting the figures of average wages in column 6 by the number 
employed in column 3, we get Rs. 264 as the average wage of all 
industrial workers in British India. Applying this figure to the 
total of workers employed, we find the wage-bill of organized 
industry to be Rs. 378 millions. 

Now for a second estimate. The average wage of workers 
employed in each of the different industrial groups given in the 
directory was calculated from the data contained in our inquiry ; 
and the results were used to estimate the incomes of the various 
classes of industrial workers. The total wage bill thus calculated 

came to Rs. 356 millions. Details are given in the following table. 


Average Total Estimated Wage- 
Wage per ota bill of Total No. 
Worker | Number of Workers 
Nature of Industry. According Employed Employed in 
to our in each each Group 
Inquiry. | Industry. (in 000 Rs.). 
Textiles . 233 670,309 156,182 
Engineering 431 229,698 99,000 
Minerals and Metals . ‘ 485 47,781 23,174 
Food, Drink and Tobacco . 105 181,018 19,007 
Chemicals, Dyes, etc. 235 47,480 11,158 
Paper and Printing 375 43,679 16,380 
Processes relating to W: ood, Stone 
and Glass 223 35,946 8,020 
Gins and Presses 114 156,464 17,837 
Miscelleneous . 296 19,112 5,657 
Total -- 1,431,487 356,415 


A remarkable proof of the general accuracy of the figures 
contained in this table is obtained from the results of the General 
Wage census conducted by the Bombay Labour Office in 1934. 
The two volumes published so far relate to the engineering and 
printing industries, and give the average monthly earnings for all 
men in these two occupations as Rs. 39.3.10 and Rs. 34.5.6 
respectively.1_ The annual figures would work out at Rs. 471 and 
Rs. 412 respectively, and compare favourably with our figures of 
Rs. 431 and 375. The difference in each case is less than 10 per 
cent. When it is remembered that our figures refer not merely 
to Bombay Presidency, but include also the rest of British India 
where wage rates are admittedly lower than in Bombay, the case 
for accepting the results of our inquiry is seen to be even stronger. 

A third possible estimate has been made by us on a provincial 
analysis of the wage-data obtained in our inquiry. We worked 


1 Vide p. 94 of the report on Wages in the Engineering Industry and p. 50 of 
the report on Wages in the Printing Indusiry. The two reports were published in 
1935 and 1936 respectively. 
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out figures of the average wage per head of persons employed in 
the different provinces, on the basis of which we estimate the total 
wage-bill at Rs. 369 millions. Details of the table are delegated 
to a footnote,! as we desire to enter a strong note of caution against 
the use of these provincial figures to interpret industrial conditions 
in the different provinces. The average for Bengal is obviously 
an under-estimate, as no returns were received from jute mills, 
which, after all, constitute the backbone of industrial Bengal. 
That for Bihar and Orissa is explained by the location of the iron 
and steel industry within its borders, while, even allowing for the 
dominance of Railway workshops, the figure for Punjab is an 
over-estimate. That for Burma is based on very inadequate data, 
as among provinces it was the least represented in the returns. 
The only averages we are inclined to trust as somewhat indicative 
of provincial industrial conditions are those for the Central 
Provinces, Bombay and Madras. 

We give below the three alternative estimates we_have made 
of the wage-total of organised industry. 


Estimates in millions of Rupees. 


(a) On the basis of size-distribution 378 
(6) On the basis of industrial distribution 356 
(c) On the basis of provincial distribution. . 369 


The three totals are curiously within a small margin of one 
another, and incline us to believe that the results of our inquiry 
cannot be far off the mark. It is true that they are all based on 
the same data, but the method of treatment has been different 
in each case. Personally we would consider estimate (c) the 


1 


Average | xo. of | Estimated Wa 
No. qs ge- 
Workers bill of Industrial 
Province. Employed} Workers in each 
in each Province 
Inquiry. Province. (000s Rs.). 
Madras . 305 137,377 41,900 
Bombay . 295 381,349 112,498 
Bengal . 195 480,439 93,686 
United Provinces 129 93,223 12,026 
Punjab and N.W.F. . é : 434 45,819 19,885 
Burma . 398 90,812 36,143 
Bihar and Orissa ‘ : ; 453 63,959 28,973 
Central Provinces . 187 64,386 12,040 
Other areas. — 30,737 7,899 


No. 185.—VOL. XLVII. G 
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least dependable of the three. Estimate (a) has more claims to 
statistical respectability, but estimate (b) has the strongest case ; 
and but for the unfortunate failure of even a few of the owners of 
jute mills to comply with our request, it would really not have 
needed the perhaps not very impressive support of (a) and (5). 
But on the assumption that the average wages of workers in jute 
mills are approximately the same as that of workers in cotton 
mills—and independent inquiry suggests that this is a reasonable 
assumption—estimate (b), viz. the one based on industrial 
distribution of the workers for whom we were able to obtain data, 
should be the nearest to the genuine figure. On the whole, we 
are inclined to advance a figure of Rs. 360 millions as our estimate 
of the total wage-bill of organised industry, subject to an error of 
10 per cent. That gives an average wage of Rs. 257 per industrial 
worker. 

A way of checking this figure, albeit a very rough one, is by 
reference to statistics of compensation under the Workmen’s 
Compensation Act. Provincial reports on the working of this 
Act contain a classified statement of the number of persons to 
whom compensation was paid by income grades of assumed wage 
schedule, the assumed wage schedule in which a worker is placed 
being determined by his approximate monthly earnings for some 
timg previous to the accident. We collected these figures for 
the year 1934-35, and obtained the following results :— 


Assumed Wage Schedule No. of Persons Awarded 
(per month in Rs.). Compensation. 
Between Rs. 1 and Rs. 10. r ‘ 91 
= 31 #0. 77 
50 and over . 71 


It will be seen that the vast majority of workers receiving 
compensation fell within the monthly income groups of Rs. 11 to 
20 and Rs. 21 to 30. The average wage of all the 689 workers 
covered by these statistics comes to Rs. 303 for the year; this 
figure, however, cannot be identified with the average wage of 
the industrial workers as a whole. On the other hand, there are 
valid reasons which definitely tend to make the average assumed 
wage of the workman who obtains compensation higher than the 
average wage of an industrial worker. Among other reasons, we 
may mention that coolies, openers and other unskilled labourers 
seldom get involved in accidents; these are also the persons 
whose monthly earnings are the lowest of all. Secondly, in- 
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sufficient knowledge on the part of those affected would lead to 
many persons not claiming compensation, though entitled to do 
so. Persons of this type are more likely to belong to the less 
educated, and therefore the lowest paid of the industrial workers. 
Moreover, the statistics are a record only of cases settled by the 
Commissioner, and do not include those settled out of Court. 
Usually cases settled out of court relate to the more ignorant 
and less contentious though lower-paid workers. In the circum- 
stances it seems clear that the average wage of an industrial worker 
must have been appreciably below Rs. 303 a year. Our estimate 
places it at Rs. 257. The margin of difference between the two 


figures is reasonable, and lends support to our estimate. 
V. K. R. V. Rao 


Andhra University, 
Waltair. 


REVIEWS 


The Measurement of Population Growth. By Rosert R. 
Kuczynski. (Sidgwick & Jackson. 1935. Pp. 249. 12s. 6d.) 

World Population : Past Growth and Present Trends. By A. M. 
CaRR-SAUNDERS. (Oxford University Press. 1936. Pp. 331. 
12s. 6d.) 

The Struggle for Population. By D. V.Guass. (Oxford University 
Press. 1936. Pp. 145. 7s. 6d.) 


THE present state of thought on the subject of population 
supplies an example of the long interval that normally elapses 
before scientific knowledge permeates public opinion. Owing 
to the writings of Dr. Kuczynski, Professor Carr-Saunders, Dr. 
Enid Charles and others, a growing body of informed persons 
is aware that many of the principal nations of the Western 
World are heading for declining, and probably for rapidly de- 
clining, populations within a measurable period of time. But. 
public opinion at large is blind to this startling prospect. A 
large section of it is still under the influence of the revival of 
Malthusian reasoning in the post-war decade. It is disposed to 
believe that the existence of large-scale unemployment is evidence 
of over-population, that the tendency for numbers to multiply 
is the great enemy of social progress, and that this tendency, 
though somewhat abated in modern times, is still dangerously 
persistent. A recognition of the actual facts is indeed obstructed 
in some minds by a definite resistance arising from this Mal- 
thusian cult of the ’twenties which seemed to stand for modern 
enlightenment and emancipation from prejudice. Even among 
others whose minds are not thus inhibited, the prevailing attitude 
to prognostications of a fall in population is probably still one 
of scepticism. From time to time in one sphere of affairs or 
another, persons with scientific pretensions conjure up nightmare 
visions relating to a somewhat remote future, e.g. that coal or 
oil resources will be exhausted. It is seldom easy to refute such 
forebodings: it is seldom worth while to pay much heed to 
them. Many people are disposed to place in this category all 
talk about rapidly declining populations a generation hence. 

This, however, is to misconceive the problem altogether, 
and it is of vital importance that the essentially ineluctable 
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nature of the prospect that confronts us should be widely under- 
stood. The three books under review are of very different types. 
Dr. Kuczynski is the leading statistical authority upon the 
subject. It is to him that we owe the conception of the “ net 
reproduction rate”? which is the indispensable instrument for 
envisaging the trend of population in true perspective. His 
Measurement of Population Growth is a work of high scientific 
importance. He surveys the various attempts that have been 
made in past centuries to compute the growth of population in 
the light of the statistical material available; he examines the 
various expedients that have been employed in comparatively 
modern times, such as standardised birthrates and deathrates, 
to obtain a more accurate idea of the trend of fertility and mort- 
ality than is afforded by the crude birth and death rates; and 
after exposing the imperfections of these expedients, he gives 
an admirably lucid account of his own methods of computation. 
His book contains also a wealth of estimates as to the trend of 
population in every country where the data available are sufficient 
to enable computations to be made. Altogether it is a work 
that will be indispensable to every serious student of vital statistics. 
Professor Carr-Saunders’s World Population is a work of a less 
specialised character. He surveys the history of the growth of 
population in different parts of the world from 1650 onwards. 
He points out that this has been a period “ of unusual and almost 
certainly of unprecedented expansion in numbers.” He discusses 
the growth of the movement towards family limitation in the 
modern Western world, and he shows how many and how strong 
are the influences which have contributed to it. He surveys also 
the distribution of population between different parts of the 
world, and the history and prospects of overseas migration ; 
and his chapters on these topics are among the most valuable in 
this book. His scope, in short, is comprehensive : his treatment 
is throughout thoughtful, sympathetic and well-balanced. His 
book is likely to remain for many years the standard work on 
the subject for general readers. Mr. Glass’s Struggle for Population 
is a book on a smaller scale, and with a more limited scope. 
It consists mainly of a useful account of the efforts that have been 
made in various countries, notably Germany, Belgium and 
France, to check the declining tendency of the birth-rate, and of 
an attempt to appraise the efficacy of measures such as family 
allowances in the light of this experience. 

Though these books are diverse in character, the same 
dominating impression emerges from each of them that the 
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problems opened out by the altered trend of population are 
formidable in the extreme. The scepticism of the average man 
is based on a hazy idea that those who foretell declining popula- 
tions must be assuming that the average size of the family will 
continue to fall much further, and on a feeling that a reaction 
towards larger families may soon set in. The first point is, of 
course, a complete mistake: though the populations of most 
Western countries still show some increase, this is only on account 
of the abnormality of their present age compositions. In twenty 
or thirty years’ time elderly persons will represent a far larger 
percentage of the population than now, while women of child- 
bearing age will represent a far smaller percentage, and when 
this stage is reached, deaths will exceed births by a substantial 
proportion unless women of child-bearing age have many more 
children on the average than they do at present. In Dr. 
Kuczynski’s phrase, the “ net reproduction rate ” of the majority 
of Western countries is already far below unity, 7.¢. replacement 
level, and if fertility rates were to be stabilised as they are 
now, populations would eventually fall at a rapid rate, reaching 
about one-quarter each generation in Great Britain. Upon the 
second point it is of course possible that the declining trend of 
fertility rates may at any time be reversed. Sooner or later, 
indeed, it must be reversed, if extinction is to be avoided. But 
a study of the books of Professor Carr-Saunders and Mr. Glass 
will suggest how strong are the forces which are making at present 
for the decline in fertility rates, and how difficult a task it is 
likely to prove to reverse this decline in an early future. The 
old state of affairs in which children were ‘“ the unescapable 
consequence of marriage” is steadily giving place, as contra- 
ceptive knowledge spreads more widely, to a situation in which 
children are born only when they are “ wanted ”’ by their parents. 
But as Professor Carr-Saunders observes, “ It must be remembered 
that this new situation is only in the making. It will come into 
its own when all children are wanted children.” It is almost 
certainly wrong to suppose that this position has been reached 
as yet. A further decline in fertility rates must therefore be 
expected until parents come to desire more children. Mean- 
while, however, there is no sign of any such change of attitude : 
on the contrary, apart altogether from economic considerations, 
the industrial and social tendencies of the day are calculated 
to emphasise the aspect of children as ‘‘ encumbrances ”’ limiting 
the freedom of parents to pursue the activities or enjoy the 
pleasures they have come to prize. Houses are no longer built 
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to accommodate even considerable families ; and Professor 
Carr-Saunders expresses a doubt as to whether the population of 
Great Britain could reproduce itself in the houses that are now 
being built consistently with avoiding “ over-crowding” as 
defined by legislation. 

It is not surprising in these circumstances that the expedients 
such as family allowances adopted in various countries to check 
the fall in the birth-rate ‘have proved hitherto comparatively 
ineffective. These measures are directed merely to one aspect of 
the problem, namely that of the economic disadvantage which 
parenthood entails. This is certainly an important aspect, and 
a steady movement of policy in the direction of mitigating the 
costs of parenthood may be confidently expected throughout 
the Western world in the next generation. It seems improbable, 
however, that such measures will suffice to achieve their purpose. 
By themselves, it is doubtful if they could accomplish more 
than to avert a further decline in fertility rates. It is difficult 
to resist Professor Carr-Saunders’ conclusion that “ a new attitude 
to marriage and parenthood” is essential. In the meantime, 
there can be little doubt that the declining trend of population 
will prove the central economic and social issue of the next 


generation. 
H. D. HENDERSON 
All Souls College, 


Oxford. 


The Collected Works of Carl Menger. Vol. I, Grundsétze der 
Volkswirthschaftslehre (Pp. xlviii + 285); Vol. II, Unter- 
suchungen iiber die Methode der Socialwissenschaften, und der 
Politischen Oekonomie (Pp. xxxii + 291); Vol. I/I, Kleinere 
Schriften zur Methode und Geschichte der Volkswirtschaftslehre 
(Pp. 307); Vol. IV, Schriften tiber Geldtheorie und Wahrungs- 
politik (Pp. 332). (London School of Economics and Political 
Science. 1934-36. 10s. 6d. per vol.) 


TuE publication of these four volumes completes the Series of 
Reprints of Scarce Tracts in Economic and Political Science with 
which the London School of Economics and Political Science 
began to place economists so heavily in its debt. Fortunately, 
that debt is to grow, for a new Series of Reprints of Scarce Works 
on Political Economy has now been started. The enterprise 
necessary for this venture has not come from a private publishing 


1 Available to members of the Royal Economic Society at 7s. 6d. per volume 
from the Assistant Secretary, 6 Humberstone Road, Cambridge. 
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firm, for two very good reasons: especially skilled judgment is 
necessary to decide what is interesting to economists as distinct 
from collectors; and even with the exercise of this judgment, 
the size of the market varies considerably from volume to 
volume. Individuals can show their appreciation, and in part 
repay the debt of gratitude to the London School, by buying as 
nearly as possible all the Series. 

Of these four volumes, the Grundsdtze will undoubtedly have 
the widest appeal. Those who know it have long been agreed 
that the possession of the posthumous second edition is no sub- 
stitute for the original that ranked Menger with Jevons and 
Walras to form the mighty triumvirate which gave new life to 
economics in the early 1870’s. The publication of the book, 
however, had little visible impact on current economic thinking, 
and it was not until the 1880’s that it appeared to bear fruit. 
The growing influence of the German Historical School was 
undoubtedly an obstacle to the propagation of Menger’s ideas, 
and this may have influenced him in deciding to write a book 
on Method (Series Vol. II). He makes it abundantly clear in 
the preface and the text of the Untersuchungen, and elsewhere in 
his writings (especially in Die Irrthiimer des Historismus, in 
Vol. IIT of the Series), that he was not against historical researches 
as such, but against the claim of Schmoller that any other kind 
of work in economics was useless. This is why he argued that 
wrong ideas had made the problem of method a formidable 
obstacle to the advance of economic science which required an 
onslaught to break it down. His magnificent polemic caused a 
furore. Perhaps the bitterness of the strife which ensued even 
delayed the return to sensible compromise. In this, however, 
Schmoller rather than Menger was at fault. The latter showed 
his even temper in his review of Schénberg’s Handbuch (Zur 
Kritik der Politischen Oekonomie, 1887, Series Vol. III), and in 
his obituary of Roscher (1894), where he also pointed out that 
Roscher had taken no part in the debate. Perhaps this reprint 
of Menger will encourage someone to read all the literature in 
the Methodenstreit and write a homily for those who attack or 
jeer at modern economic theory on “ institutionalist ’’ grounds. 

All the good things in volume III of the Series cannot be 
catalogued, but Die Social-Theorien der classischen National- 
Oekonomie und die moderne Wirthschaftspolitik (1891) deserves 
mention as a sane interpretation of the classical writers in reply 
to the distortions prevalent at the time. This essay could be 
read with advantage to-day by those who still interpret the 
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classical economists in terms of an ethical, a psychological or a 
social bias. 

The fourth volume contains Menger’s publications on money, 
including his article in the Handworterbuch der Staatswissenschaften, 
which is his most systematic contribution (pp. 1-116); the results 
of his inquiries into Austrian monetary problems, which made 
him the most eminent member of the Wéhrungs-Enquete-Com- 
mission in 1892; and his main evidence before that Commission. 
In the general theory his outstanding characteristic is his emphasis 
on the cash balances aspect of money. The writings dealing with 
practical affairs are so topical that Professor Hayek in his intro- 
duction (page xxix, note) very properly regrets that no study of 
the monetary discussions of the period has been made. 

The introduction by Professor Hayek (volume I, pp. i-xxxviii) 
performs such an admirable service in bringing out the high 
lights in Menger’s work and in assessing his importance in the 
development of economic theory that it may appear ungrateful 
to question his judgments. Yet on some points the reader will 
have doubts. He makes 1871 too much of a turning point in 
the history of economics, because he exaggerates the extent to 
which classical economics was discredited between 1848 and 
1871—unless, indeed, he means (which I do not think he does) 
by the German Historical School. Professor Hayek does not try 
to minimise the indebtedness of Menger to the English economists 
of the nineteenth century when he stresses his knowledge of 
German, French and Italian writers, and shows the paucity of 
his bibliography of English writers; but he does fail to show 
how much more Menger might have been influenced by the 
English literature. It is surprising that Professor Hayek, who 
knows the English writers so well, should agree with Menger 
that “the very concept [of economic goods ?] was not known in 
the English literature ” and should assert that “‘ Menger was the 
first to base the distinction between free and economic goods on 
the idea of scarcity” (p. xiii). The passage in Menger (Vol. I, 
p. 70 note) relied upon by Professor Hayek quotes chiefly Malthus, 
who was in many respects the most confused of English economists, 
as the changes from the first to the second edition of his Political 
Economy show. Had Menger quoted Lauderdale, Ricardo, Senior 
or Mill, he would have found ample emphasis upon both utility 
and scarcity. 

Furthermore, only unfamiliarity with the English literature 
could have prevented Menger from getting his main ideas on 
money from the English writers, for Senior in his Value of Money 
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clearly has the cash balances approach, and in his Political 
Economy he made that distinction between intrinsic and extrinsic 
causes of value which with Menger became innerer und dusserer 
Tauschwert and which Professor Hayek calls “his familiar 
distinction.” 1 
These problems of emphasis in putting a thinker in his 
historical setting probably cannot be settled with finality. What- 
ever picture of Menger is drawn, he stands out as a great economist, 
with perhaps a better claim than any other modern economist 
to have founded a school. In issuing these Collected Works, the 
London School have fittingly honoured him and enthroned him 
in the history of the science. 
REDVERS OPIE 
Magdalen College, 
Oxford. 


An Introduction to Economic Analysis and Policy. By J. E. 


Meape. (Oxford University Press. 1936. Pp. xv + 392. 
10s.) 


In this closely written bock of nearly 400 pages Mr. Meade 
has set himself a double task. First he wishes to make available 
to a wider public than the classrooms of universities certain 
aspects of economic theory which have recently been the subject 
of intense research and discussion. This, however, is only a 
step towards the realisation of his fuller and more ambitious 
plan, which is no less than the transformation of the present 
British economy into a Utopia where the findings of pure theory 
can work out their beneficent influence untrammelled. 

Let us confine ourselves for the moment to the first part of 


1 Menger, Vol:-IV, p. 83, note 2, again cites a passage in Malthus as his 
authority; this was added in Malthus’ second edition under the influence of 
Senior. Professor Hayek sees the unsatisfactory nature of the terms innerer und 
dusserer Tauschwert, because they do not make it clear on the surface that the 
distinction is between different forces affecting price and not between different 
kinds of value (p. xxxi). Menger does not always escape confusion between these 
two distinctions, e.g. when he writes (Vol. IV, p. 114, cf. p. 81), ‘‘ Die Eigenart 
des Geldes im Kreise der iibrigen Giiter bewirkt, dass mit jeder Aenderung in 
dem ausseren Tauschwerte des Geldes (mag dieselbe die Folge von Einfliissen 
sein, die auf der Seite des Geldes oder auf jener der Kaufgiiter liegen). . . .”’ 
I cannot avoid the suspicion that he had not freed himself from older ideas 
in the German literature at the time when he was trying to give expression to 
the new ideas, whether drawn from Malthus or elsewhere. It is improbable that 
Menger did not begin by reading the Viennese writers, and he might quite well 
have read Kudler (Die Grundlehren der Volkswirthschaft, 1846), who was a Pro- 
fessor in Vienna, and who used the terms innerer und dusserer Werth, whereby 
dusserer Werth meant Tauschwerth, 


1937] MEADE: ECONOMIC ANALYSIS AND POLICY 91 


the programme. The most exacting part of the work is con- 
tained in the first two sections. In Part I we are concerned with 
the elimination of unemployment and trade fluctuations. It is 
argued that a fall in the rate of interest must always stimulate 
investment, and hence that by forcing down the long-term rate 
of interest whenever it tries to rise, the monetary authority has 
absolute power to create a revival of investment. It is pointed 
out that correctly timed public works can be made to mitigate 
fluctuations. On the question of wages Mr. Meade believes with 
Mr. Keynes that a reduction of money wages can only increase 
employment through an eventual lowering of the rate of interest, 
hence it is only a clumsy and unpleasant method of achieving 
the end which can be much more economically reached by 
monetary policy—-namely, a lowering of real wage-rates. The 
aim of policy should be to keep the money demand for com- 
modities (by which we must understand consumers’ goods) 
constant. The criterion is that the monetary authority should 
increase money demand as long as money wages aré increasing 
less fast than the marginal product of labour. As soon as money 
wages increase at a faster rate all but “‘ standard’ unemploy- 
ment will have been eliminated. (This condition is presumably 
the same as with Mr. Keynes’ Full Employment.) Conversely, 
the brake must be put on when money wages have passed the 
critical point. 

In Part IT the reader is guided through the mazes of Imperfect 
Competition. Here again the ground is familiar, but the exposi- 
tion is necessarily rather more complicated. Mr. Meade dis- 
believes in laisser faire even when competition is perfect, for three 
reasons—consumers’ ignorance, differences between marginal 
social and marginal private net product, and failure to achieve 
an equal distribution of income. But the real case for inter- 
ference arises when either individual firms can influence price 
by their selling policy, or freedom of entry is absent. We then 
experience all the waste and exploitation familiar in the analysis 
of Imperfect Competition, which cannot be eliminated until 
prices are everywhere made equal to marginal costs, labour 
receives everywhere its full marginal product, and all firms are 
expanded (or reduced) to their optimum size. Mr. Meade 
discusses five methods of controlling monopoly, or of eliminating 
waste due to it. These may be summarised as trust-busting, 
consumers’ education, industrial concentration, taxes and sub- 
sidies to secure the optimum distribution of resources, and price 
control. The first two are obviously merely palliatives, and there 
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are many snags in the application of the last three in the real 
world, with its lack of centralised public accounting. It is not 
surprising that Mr. Meade sighs for the sweet simplicity of an 
authoritarian State, where factors can be shifted, and units 
expanded or contracted, at will. 

It is undoubtedly a remarkable tour de force to have given 
the gist of the General Theory, the Multiplier literature, the 
Economics of Imperfect Competition and Notes on Ideal Output 
(and a good deal more besides) in about 200 pages. Yet the 
argument is clear, even in some places more readable than the 
originals. It has inevitably lost something of its precision, first 
from the necessity of compression, and secondly, it may be 
suspected, from the desire to avoid technical terms. (An example 
is the substitution of ““ management ” for “ hiring factor ”’ in the 
analysis of the distribution of relative shares in imperfect 
competition. The factor which gets more than its marginal 
product may be capital, and we know nothing of the distribution 
of its ownership. Nor does Mr. Meade show sufficiently clearly 
the somewhat exceptional conditions under which the hiring 
factor receives the exact equivalent of what the hired factors 
miss.) On the whole, however, the argument has been expounded 
clearly and accurately. 

Much of the argument of Part I is not merely familiar, but 
forms a more or less agreed body of doctrine among a large 
number of economists. Mr. Meade is, indeed, prepared to advance 
further than many would care to go in the direction of monetary 
flexibility. ‘Thus he is anxious to remove all restrictions on the 
size of the note issue in order to enable the monetary authority 
to force down interest rates. He is also prepared to finance 
insurance during depression by (temporary) resort to the printing 
press. He realises, indeed, the frailty of trade unionists who may 
spoil the prospects of full employment by demanding wage 
increases when prices rise, but he is apparently less apprehensive 
of the frailty of governments in the desire to please the electorate 
by tax reductions or new expenditure during prosperity. It is 
as well to remember sometimes that the ability of the British 
monetary authority to keep down interest rates during prosperity 
and yet prevent a dangerous situation has not yet been demon- 
strated. The determinants of the long-term rates of interest 
are probably too many for any simple policy to be sufficient, 
particularly when there are the interractions of the commodity, 
bill and security markets, and their respective financial institu- 
tions to be considered. Nor has the British Government yet 
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shown much ability to arrange public investment in such a manner 
that it mitigates the fluctuations of industrial activity. 

The summary of the literature on Imperfect Competition 
is, in my opinion, the best part of the book. Students will find 
chapters IV, V and VI of Part IL a most able exposition of the 
subject. Mr. Meade is to be congratulated also on putting first 
in his analysis the lack of mobility of factors—a rigidity we should 
all like to see reduced. The arguments for adjusting all firms to 
their optimum size are also ably set forth. Such considerations 
give pretty opportunities for the exercise of theoretical ingenuity, 
though one remains unconvinced that there is not a danger of 
attributing too much importance to the elimination of this 
particular form of waste, in preference to others. 

It is time, however, to return to the further steps in Mr. 
Meade’s gradus ad parnassum. When unemployment and 
fluctuations have been eliminated, the next task is to equalise 
incomes throughout the community (here we follow the guidance 
of Dr. Dalton). The author has allowed himself one relaxation 
in his task, albeit a somewhat tiresome one. At each stage we 
take the liberty of assuming that the previous step has been 
successfully achieved. Thus the equalisation of incomes and the 
local adjustment of resources are much simplified when we have 
no longer depressions and unemployment to contend with. 
Having equalised incomes, we shall be in a position to adjust the 
supply of capital and labour so that they are always present in 
the optimum amounts and relation. It must not be supposed 
that we shall be allowed to enjoy our equalised income—at 
least, not immediately. Ultimate Bliss demands that we should 
accumulate capital until its marginal product has fallen to zero. 
And Mr. Meade is pretty sure that this will mean saving a good 
deal faster than we should agree to as individuals and mortals. 
Finally, however, the whole world having been similarly adjusted, 
humanity is able to enjoy fully for the first time the fruits of 
international co-operation and the division of labour, untram- 
melled by national feelings or by the immobility of factors across 
national boundaries. And so we have run the full course back 
to orthodox economics. Our principal guide in the last circle is 
Taussig’s International Trade. 

Is it possible that Mr. Meade is, after all, a laisser -faire and 
orthodox economist? There is evidence that he shrinks from 
the Revolution—it is not so much as mentioned. I find this a 
pity, because it is surely misleading to suggest that things can 
be done so easily as this. It is not merely a question of such 
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fundamental changes as Mr. Meade finally envisages, but even 
of the first few steps. Let us examine one of these. The State, 
we know, must not merely control, but own all industries where 
there are economies of scale—otherwise there will not be funds 
to pay workers their full marginal product everywhere. But 
how does it get control of them? Mr. Meade gives us the recipe 
on p. 253. Industries are to be bought up out of budget surpluses, 
the National Debt having been redeemed first. After all, Mr. 


Meade’s policy is not for Bliss in our time. 
Ursuta K. Hicks 


The Framework of the Pricing System. By EK. H. PHELPs Brown. 
(Chapman & Hall. 1936. Pp. xvi + 221. 10s. 6d.) 


Mr. Puetrs Brown has set himself the task to provide for the 
student an introduction to the general theory of prices which will 
enable him “ to grasp the unity of the pricing system, which it 
has been the achievement of mathematical studies to make clear, 
but which literary exposition fails so often to enforce.” Be it 
said at once that he has admirably solved the difficult expository 
problems which such an attempt involves. The book is well 
organised and elegantly written. Within the definite limits 
chosen and consistently adhered to by the author, a logically 
complete picture is given in sufficient fulness to make a student 
of ordinary intelligence see not only the nature, but also the 
significance of the argument. And although the exposition is 
rigorously abstract, it never becomes dull. 

The nature of the simplified model which is set up to bring 
out the main features clearly is carefully explained and the 
limitations of the conclusions so arrived at properly emphasised. 
The central part of the book is divided into three chapters, the 
first two devoted to separate considerations of the consumers’ and 
the producers’ market, while the last of those brings the result 
together in a complete picture of the simplified economic system. 
Less satisfying, but perhaps unavoidably, is the somewhat sketchy 
outlook which is given in the concluding chapter on such 
problems as the theory of capital and interest, economic dynamics, 
the theory of money, and the theory of the firm. 

It is a pleasant reflection that the development of economics 
has now for once reached a stage where one expects that in such 
an exposition of the elementary groundwork of economic theory 
by a competent economist one will find nothing of substance to 
disagree with. And this expectation is borne out by the present 
book in an even greater degree than one would have thought 


1937] PHELPS BROWN: FRAMEWORK OF THE PRICING SYSTEM 95 


likely only a few years ago. The comments of the reviewer are 
therefore naturally more attracted by the problems of exposition 
rather than by the details of the subject-matter on which he might 
feel slight doubts. 

The manner of exposition chosen seems to raise two somewhat 
connected problems which frequently arise in the teaching of 
modern economic theory. .The book is designed as an intro- 
duction to an essentially mathematical treatment of economics, 
a treatment in terms of a system of simultaneous equations, but 
it is written for students who know little mathematics. Now, it 
seems to the present writer as if only those will profit from a 
mathematical approach to economic theory who have a certain 
bent for mathematics, and that for anyone who has, it is easier 
to acquire the little calculus which is required for elementary 
economics, before he takes up economic theory, than to acquaint 
himself with it piecemeal as he proceeds with economics. Mr. 
Phelps Brown has probably made the best of the difficult task of 
explaining a system of functional dependencies without making 
use of functional notation. My doubt is whether there are many 
students who will be greatly helped in this way. My impression 
is rather that there are two main types of students, one with a 
gift for mathematics who will on the whole do better to acquire 
the mathematical technique first, and a second who will find an 
essentially mathematical reasoning even in this disguise of little 
help. 

The second point is that Mr. Phelps Brown makes extra- 
ordinarily little use of graphs. To discuss at length varying rates 
of substitution without using either indifference curves or equi- 
product curves makes matters probably more difficult than other- 
wise. The explanation of the “ substitution function’ on the 
assumption that the quantity of one of the commodities remains 
constant is hardly easier, and I am not certain that in the end the 
student, who can scarcely be prevented from hearing about the 
older, absolute utility concepts, will not tend to think of this 
substitution function as a utility function in the old sense. 

It is difficult to understand why in what is pre-eminently a 
text-book for the beginner the author leaves the reader without 
any guidance on further reading. The book will fill an important 
place in a well-devised course of reading. It is a pity that the 
author has not made it equally useful for the reader who is not 
guided by a tutor. 

F. A. v. HAYEK 


London School of Economics. 
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Socialism. By Lupwia von Mises. (Cape. 1936. Pp. 528. 
18s.) 


Ar last Ludwig von Mises’s celebrated Gemeinwirtschaft 
has been made accessible to English readers. The main argu- 
ment of this book has been made familiar to them by Collectivist 
Economic Planning (edited by Professor F. A. Hayek) and other 
works, but the original source of the argument has long been 
withheld from them. 

Professor Mises makes a frontal attack on Marxism, accusing 
it of three crimes against Reason: that it denies the universal 
validity of Logic on the ground that thought is class-determined ; 
that it asserts dogmatically the historical inevitability of Social- 
ism; that it prohibits any inquiry into the nature of the socialist 
society of the future. Under this third head, Professor Mises, 
defying the ban, investigates the economics of Socialism and 
pronounces that it cannot work. 

The core of Professor Mises’s argument is the assertion that 
rational economic action would be impossible under Socialism 
because, in a system of unified ownership of means of production, 
there would be no market for means of production, and “‘ where 
there is no market there is no price system, and where there is 
no price system there can be no economic calculation ” (p. 131). 
‘* Once society abandons free pricing of production goods rational 
production becomes impossible . . . in the absence of criteria of 
rationality, production could not be consciously economical ”’ 
(p. 119). In view of the immense importance of this proposition, 
one would expect the author to attempt the most rigorous proof 
ofit. It is therefore somewhat surprising that, although repeated 
some five or six times in different phraseology and in different 
contexts, it should remain no more than a bare assertion. Per- 
haps the author considers it self-evident. But self-evident 
propositions should be stated in the simplest terms to which 
analysis can reduce them. ‘The full establishment of the author’s 
thesis would seem to require a careful analysis of the concepts of 
exchange and of the market, and of the extent to which these 
essentially economic phenomena are necessarily linked to particular 
institutional forms of entrepreneurship and of private property 
in the means of production. Yet, with one partial exception, 
Professor Mises does not undertake this analysis. ‘The exception 
is a discussion of the entrepreneur function and a comparison of 
the entrepreneur with the state official (pp. 212-16), which 
nevertheless does not develop any deep analysis of the essential 
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difference between the actions of the one and those of the 
other. 

While Professor Mises reserves his sharpest shafts for Marxian 
Socialism, he attacks other forms with only a little less acerbity. 
National Socialism, Christian Socialism, Corporativism, Syndi- 
calism, Fabianism, all suffer from the taint of irrationality, and 
all lead to what the author calls “ destructionism.’”’ Labour 
legislation and social insurance are the first steps on this road 
to ruin (pp. 469-78), while trade unionism is so manifestly anti- 
social that strike-breaking becomes a moral virtue (p. 484). 

In contrast with this gloomy picture of Socialism in its pro- 
tean forms, we get a roseate view of true Liberalism. This is 
identified with the pure-market economy; it is true economic 
democracy, in which every penny is a vote cast in the perpetual 
general election that determines economic decisions (pp. 21, 443). 
The fact of plural voting does not invalidate the election, since 
it is itself an election result; in a capitalist society wealth can 
be acquired only by a response to consuniers’ réquirements 
(p. 21)—surely an argument in a circle! All the apparent flaws 
in the market economy are either survivals of a previous stage 
of violence (p. 375) or else are due to the supersession of the free 
market by state intervention (p. 390). In particular, monopoly 
is not a logical outcome of free enterprise, but, except in the 
case of minerals, is nearly always the result of State intervention 
(part III, section If). 

Professor Mises makes little use of the inductive method. 
In a work on Socialism, revised in 1933, it is curious to find 
scarcely any discussion of Soviet economics, except a few passing 
remarks, such as that on p. 136, to the effect that the rulers of 
the Soviet Republics base the calculations on which they make 
their decisions on the prices formed in the capitalist world. 

The translation, by Mr. J. Kahane, is clear and easy to read : 
the index is full and well arranged. 

H. D. Dickrxson 


University of Leeds. 


Economists and the Public. By W. H. Hurr. (Cape. 1936. 
Pp. 377. 15s.) 


Two main themes run through this substantial work. The 
first concerns the problem of restoring to economists the authority 
with the general public which they once enjoyed and have 
notoriously lost. Professor Hutt argues that economists them- 
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selves are largely to blame for the impotence of their science. 
They have been too fond of special pleading; they have mis- 
represented their classical forerunners in order to gain favour with 
the man in the street, to whom the doctrines of laissez-faire are 
irrationally repugnant; they have been influenced, consciously 
or unconsciously, by personal interest or political ambition; 
in a word, they have not been honest. How can this state of 
affairs be remedied? Professor Hutt proposes the formation 
of an “‘ Association of Pure Economists,’’ the members of which 
shall renounce all political and business ties and shall discuss 
economic problems without fear or favour. And he in effect 
offers us the following choice: we may become pure scientists 
and make disinterested pronouncements about economic truth; 
or else if we persist in wooing the business world or in serving 
a political party we must cease to claim expert authority for what 
we say and write. It is because so many of us try to have it both 
ways that our subject has fallen into disrepute. 

This case is argued much more persuasively than can be 
indicated inabriefsummary. Few of Professor Hutt’s professional 
colleagues will be able to read his book without some feeling of 
guilt at their own past conduct. And the present reviewer would 
welcome the formation of an ‘‘ Association of Pure Economists,” 
though he would not himself be able to take the oath of chastity 
demanded of its members. Even if it did not do all that Pro- 
fessor Hutt hopes it might well show up unsuspected irrationalities 
and wish-fulfilments in current economic thinking—at the risk, 
unfortunately, of actions for libel—and so materially advance the 
causes of truth and reason. 

This does not mean, however, that in Professor Hutt’s view 
pure economics can say nothing about human welfare and must 
content itself with the analysis of scarcity within a given in- 
stitutional framework. On the contrary, he holds that it yields 
an overwhelming case for the elimination of monopolies and 
vested interests and the re-establishment of purely competitive 
conditions, accompanied if possible by the provision of ‘ equal 
opportunities for all.”’ Here is the second main theme of his book. 
It is not an easy theme to examine briefly, more especially as 
Professor Hutt states his intention of saying more about it in a 
future publication. With due reserve, however, the following 
comments may be offered : 

(1) Less than justice seems to be done to the difficulty of 
restoring and maintaining perfect competition in a world in which 
entrepreneurs have learned to think in terms of monopoly- 
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forming and advertising. The belief in competition as a workable 
ideal was badly shaken by the disinterested bombshell which Mr. 
Sraffa exploded ten years ago. Is Professor Hutt sure that he 
can re-enthrone it ? 

(2) May not even the most disinterested among us disagree 
as to the best way of eliminating the admitted evil of vested 
interests? Those economists who account themselves socialists 
do so, not—or not merely—because they hope for advancement 
under a socialist government, but because they sincerely hold 
that the ideals of equality and consumers’ liberty are more 
likely to be achieved in the reasonably near future by the sub- 
stitution of public for private enterprise than by the attempt 
to return to and refine upon laissez-faire. Professor Hutt by 
implication seems to identify the advocacy of socialism with 
the defence of (working-class) vested interests—a procedure 
which it will surely be one of the first tasks of the “ Association 
of Pure Economists ”’ to censure ! . 7 

(3) Considerable stress is laid throughout the book on what 
Professor Hutt calls ‘‘ consumers’ sovereignty.” I have been 
unable to understand what this means; so I have no right to 
pass judgment on its analytical usefulness. But if, as I gather, 
its function is simply to enable Professor Hutt (a) to say that free- 
dom of consumers’ choice is a good thing and will be realised to 
best effect under conditions of equal opportunity and perfect 
competition, and (+) to avoid the alleged materialist and 
hedonistic implications of the phrase “economic welfare,” then 
is not “ consumers’ sovereignty’ a piece of superfluous meta- 
physics? I wonder how far the obscure discussions of “ liberty ” 
and “ sovereignty ” in Chapters XV and XVI are really necessary 
for his argument. 

(4) Professor Hutt’s belief that consumer’s sovereignty can 
be maximised or optimised (I do not know which is the correct 
expression) under a freely working competitive price system seems 
to fall foul of the arguments advanced recently by Mr. Durbin 
to show that no pure economic analysis can establish such a 
result. 

Perhaps Professor Hutt will deal with these not unimportant 
matters in his next book. 

L. M. Fraser 
Marischal College, 
Aberdeen. 
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British Economic Foreign Policy. By J. H. RicHarpson. (Allen 
and Unwin. 1936. Pp. 250. 10s. 6d.) 


Proressor J. H. Ricnwarpson has chosen an interesting and 
opportune subject. He describes and comments upon the evolu- 
tion of Great Britain’s recent economic policy (using the term 
in the widest sense to cover finance), so far as it affects foreign 
trade or the interests of other countries. He discusses in turn 
our Monetary, Financial, Commercial, Imperial Trade, Agricultural 
and Labour Policies, in successive chapters, from this point of 
view. In each case he summarises what has been done, especially 
since 1931, but with a sufficient account of earlier events to give 
a background for his main theme. This means, of course, much 
more than an account of only such measures as were primarily 
extra-national in their purpose and character, for much that is 
mainly internal has important, though incidental, external 
repercussions. At the same time, it is much less than an account 
of all our economic policy in its domestic as well as its external 
aspects, which would, indeed, be a subject much too large for 
any compendious treatment that would not be superficial. The 
limitation and extension together enable Professor Richardson 
to treat a period of unprecedented and complicated change in . 
our economic development in a form which is at once com- 
prehensive and manageable. 

The result is a convenient and accurate summary which will 
be useful to the general student and convenient to the expert 
in a particular branch of the wide subject who wishes to refer 
occasionally to others which impinge upon it. 

It is this which constitutes the value of the book. The 
author does not profess to have any novel proposals of import- 
ance, and his occasional criticisms are subordinate in interest and 
importance to his main narrative. There are, indeed, numerous 
indications that he doubts the wisdom of the policy followed 
in particular instances. His comments, however, are usually 
tentative and respectful, sometimes introduced by some such 
deprecatory phrase as “‘ the question may be raised whether . . .,”’ 
and rarely pressed home. In some cases, too, his account, 
though accurate, is not very penetrating, and reflects the British 
official view of what other countries ought to feel about the 
reactions of British policy, rather than what they do feel. ‘“‘ Nor 
are preferences between the self-governing Dominions of the 
British Commonwealth of Nations regarded by foreign countries 
as violating the principles of international economic relations ’’— 
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is, for example, true if it means only that they do not regard 
the preferences as legally inconsistent with most-favoured-nation 
stipulations, but doubtful if it implies more; and the whole 
treatment of the most-favoured-nation problem is similarly lack- 
ing in real penetration. Again, in referring to the fall of the 
pound in 1931, he says, ‘“‘ British monetary policy has been 
criticised for accentuating the fall in gold prices. However, 
sterling, judged as a measure of the value of commodities, remained 
remarkably steady. Thus the managed paper pound was reli- 
able . . . while wholesale prices increased as gold fell by more 
than 25 per cent.” In making this comment, he ignores the point 
of the criticism that, the British market being so important, and 
the world price structure so largely in terms of sterling, stability 
in pound prices of commodities combined with gold depreciation 
of the pound necessarily caused a fall in gold prices. There is 
again a certain naiveté in his comment on the introduction of 
tariffs, ‘‘ Relationships between business interests and Govern- 
ment Departments have greatly increased. The Government’s 
responsibility is to act in the best interests of the country as a 
whole, and it is to be hoped that the active economic foreign 
policy recently adopted will not lead to log-rolling.”” The same 
or similar remarks might be made on his comments on the 
Exchange Equalisation Fund, the anti-Japanese quota, the 
abandonment of the open-door principle. He seems repeatedly 
inclined to be critical, but if doubtfully willing to wound, most 
certainly not ready to strike. This is the more regrettable because 
as a rule his latent doubts are often such as to promise sound 
and salutary criticism if he would develop them into something 
more explicit and decisive. 

However, it is fairer to take the book for what it is, than to 
regret that it is not what it scarcely professes to be. It is a 
compendious and accurate summary of the facts which are relevant 
to a well-chosen and very important subject; and as such well 
deserves to find a place on a bookshelf-——and to be frequently 


taken fron: it. 
ARTHUR SALTER 


Oxford, 
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The Improvement of Commercial Relations between Nations. The 
Problem of Monetary Stabilisation. (Paris: International 
Chamber of Commerce. 1936. Pp. 417. 16s.) 

International Economic Reconstruction. (Paris: International 
Chamber of Commerce. 1936. Pp. 225. 8s.) 


THESE two volumes contain the results of a survey conducted 
by a Committee of experts under the joint auspices of the Car- 
negie Endowment for International Peace and the International 
Chamber of Commerce. The general conclusion which is reached 
is that while an appreciable recovery from an unprecedented 
depression has occurred, the recovery is still confined to a number 
of countries, while some form of international collaboration is 
required to extend the area of improvement and also to increase 
its magnitude. In some respects, the report—which was signed 
in August 1936—anticipates the more recent agreement between 
Great Britain, the United States, and France with regard to 
monetary policy. The two central problems which are considered 
are those of monetary and commercial policy. The depression 
which set in at the end of 1929 is recognised as partly cyclical, 
but partly also as a result of war factors, but the diminished 
importance of the latter influences is said to have eased the 
position as regards further recovery. On the other hand, the 
legacy of post-war political debts has been replaced by a new 
set of political complications which seem likely to prolong and 
intensify the difficulties of international collaboration as regards 
economic policy. To reduce the impediments to international 
trade and to stabilise monetary values are related problems, and 
the Committee has endeavoured to regard these particularly in 
their practical aspects. A general tariff truce and a simultaneous 
reduction of tariffs being impossible, an approach might be made 
by an undertaking to abolish import quotas wherever possible 
and to relax their stringency. Bilateral treaties are recom- 
mended as instruments for the reduction of import duties, and 
the most-favoured-nation clause in its unconditional form is 
recommended, subject to certain exceptions in the case of coun- 
tries which persist in discriminating practices. Exchange and 
clearing agreements should be abolished, subject to a proper 
adjustment of exchange rates, the conversion of short-dated 
debts into long-dated obligations, and the resumption of inter- 
national lending. In the field of monetary policy, no sudden and 
general attempt at stabilisation is suggested, but a joint declara- 
tion of policy by the leading countries would be of service pro- 
vided it covered the abandonment of currency depreciation as 
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an instrument of policy (has any country ever officially admitted 
that it used monetary policy in this way ?), the elimination of 
seasonal variations in exchange rates, and the approach to more 
definitive stabilisation. 

The first volume contains a number of memoranda by 
various economists on particular and more technical problems 
covered by the general report. The second volume contains a 
report on international economic reconstruction by Professor 
Ohlin and a report on monetary stabilisation by Professor 
Gregory. Professor Ohlin’s survey is necessarily the more 
comprehensive, and, though it may contain little that is novel 
to economists, its clarity and its balance, together with its 
exposure of popular fallacies, add greatly to its effectiveness, 
more particularly if it could be hoped that it would be digested 
in the proper quarters. 

Of the particular memoranda contained in the first volume, 
special mention may be made of three which are likely to be of 
interest to readers of this JourNAL. Professor Predéhl’s dis- 
cussion of the recent experiences of countries applying foreign- 
exchange control stresses the factors which made such policies 
appear inevitable, and concludes that such control was necessary 
“as a period of preparation for the clarification of the situation 
which led to the institution of the control.” Its success in this 
direction provides no justification, however, for its permanent 
incorporation in public policy. Mr. A. A. van Sandick deals 
with the technique of the forward exchange market, and con- 
cludes that direct intervention by central banks in the forward 
exchange market “ will be of little use,”’ since it does not touch 
the fundamental causes of wide margins between spot and for- 
ward quotations. Finally, Mr. F. G. Conolly of the Bank for 
International Settlements deals with international short-term 
indebtedness, and estimates that the total of this indebtedness 
outstanding had fallen from 70 milliard Swiss francs at the end of 
1930 to 29 milliards at the end of 1934. But he reaches the 
important conclusion that “ the technical safeguards which may 
be adopted by central banks can never be sufficient to fight 
successfully against an extensive efflux of national capital.” 
The merit of both volumes lies largely in the fact that, while 
they are concerned primarily with practical problems, they do 
not lose sight of the larger issues to which technical considerations 


are subservient. 
D. T. Jack 


Armstrong College, 
Newcastle-upon-Tyne. 
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La Monnaie et les Phénoménes monétaires contemporains. By 
B. Nocaro. (Paris: Librairie Générale de Droit et de 
Jurisprudence. 1935. Pp. 442. 45 fr.) 

La Crise Economique dans le Monde et en France. By B. Nogaro. 
(Paris: Librairie Générale de Droit et de Jurisprudence. 
1936. Pp. 352. 35 fr.) 

Etudes Economiques. Edited by M. G. Prrov. 

I. Essai sur les Mouvements des Prix en France depuis la Stabilisa- 
tion monétaire (1927-1935). By J. M. JEANNENEY. (Paris: 
Sirey. 1936. Pp. 257. 30 fr.) 

II. L’Evolution des Ententes industrielles en France depuis la 
Crise. By A. Pretrre. (Paris: Sirey. 1936. Pp. 243. 
30 fr.) 


FRENCH economists have not contributed as large a share as 
could have been expected to the progress of monetary theories 
over the last quarter of a century, and even since the first crisis 
of the franc in 1926. This may be due in part to the fact that the 
majority of them are primarily jurists, and partly to the lesser 
importance of foreign trade in the life of the country as compared 


_- with England. 


Some, however, have made important contributions to the 
development of monetary theory, and it is enough to mention the 


. names of Rist, Aftalion, Nogaro, Rueff. M. Nogaro has recently 


brought up to date and re-issued his book on “la monnaie,” the 
first edition of which (published in 1906) showed his tendency to 
depart from the traditional views held in the Faculties. His 
analysis of the economic crisis was published just before the 
French devaluation. It is a very able and remarkably objective 
study based on the comparison of statistical information covering 
the whole of the post-war period. M. Nogaro considers all the 
partial explanations put forward, and suggests a composite one 
embodying the post-war trend of prices, the progress of technique 
and the development of economic nationalism. According to 
M. Nogaro the monetary and credit factors were accidental circum- 
stances which served to aggravate the crisis without in themselves 
being the main causes. 

Of the numerous charts illustrating M. Nogaro’s book, many 
were taken from those published by the Institut Scientifique de 
Recherche Economique. It is also through co-operation with this 
Institute that Mr. Jeanneney has been able to conduct a very 
thorough research in the evolution of French prices from 1927 to 
1935. The results of this work show clearly that, in spite of all 
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protective measures, French prices remain in strict dependence 
on world prices. 

Mr. Jeanneney’s essay is the first volume of a new series of 
economic studies published under the editorship of Mr. Gaétan 
Pirou. The second volume in this series, by Mr. Piettre, is an 
interesting document on the effect of the crisis on French industrial 


cartels. 
R. J. Trupri 


Unemployment Policy, with Special Reference to Australia. By 
E. Ronatp Waker, M.A., Ph.D. (Sydney: Angus & 
Robertson, Ltd.; London: Australian Book Company. 
1936. Pp. xiii + 258. 5s.) 


As the title of Dr. Walker’s book suggests, a considerable 
part of it is devoted to the application of different unemployment 
policies to Australian conditions. But many of his illustrative 
references are to conditions in other lands, and in discussing each 
particular aspect of policy he invariably gives a general survey of 
the problems involved. For this reason, and also because he 
preserves throughout an admirable sense of proportion, his book 
should provide a very useful first introduction for the student of 
these problems. Dr. Walker starts by dividing unemployment 
into its component parts—intermittent unemployment due to the 
reserve of labour that is attached in different degrees to every 
trade, structural unemployment due to rapid technical or other 
changes which leave high and dry a large volume of labour in 
specialised trades or in particular districts, and depression 
unemployment due to a general slump in the demand for all 
products. He then proceeds to discuss wages policy, hours of 
work, the length of the working life, the competition of women 
in the labour market, public works, budgetary policy, land settle- 
ment, co-operative schemes among the unemployed, tariffs and 
unemployment insurance; and these different policies are dis- 
cussed in relation to each of the three types of unemployment. 
The considerable emphasis which he lays on unemployment other 
than that caused by general depression is peculiarly appropriate 
now, as in the course of general recovery a larger and larger 
proportion of the unemployment that remains is due to the 
concentration of labour in specially distressed trades or areas. 

The strength of Dr. Walker’s treatment is the unprovocative 
and balanced way in which he discusses every opinion and draws 
his conclusions. In the case of intermittent and of structural 
unemployment this is wholely admirable, but in his treatment 
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of depression unemployment it is perhaps a weakness also. For 
in this sphere precise definition, close argument and definite 
statement of conclusions are essential, since there are still essential 
points on which economists are at variance. One instance may 
be given of the weakness of Dr. Walker’s methods in this part of 
his work. Dr. Walker discusses divergences between savings and 
investment without giving any precise definition of these quan- 
tities. While it is evident from the text that he is adopting the 
definitions of Mr. Keynes’ T'reatise on Money, he does not explain 
that such divergences depend upon the omission of super-normal 
profits from income. For a student, who after reading Dr. 
Walker’s book is fated to find himself in the midst of current 
academic controversy on this subject, such omissions are unfor- 
tunate. But they are perhaps unavoidable in a book of 250 pages, 
which covers the whole ground of unemployment problems; and 
in his main task of providing a short, well-balanced and serious 
survey of this field he has succeeded admirably. 
J. E. MEADE 
Hertford College, Oxford. 


The Reserve Banks and the Money Market. By W. Ranpotpu 
Bureess. Revised Edition. (New York: Harper and 
Brothers. 1936. Pp. xxv + 342. 12s. 6d.) 


THE nine years that have passed since the first edition of this 
book 1 was published have made necessary practically its entire 
rewriting, as Mr. Harrison, President of the New York Federal 
Reserve Bank, says in his introduction to the present edition. 
Mr. Burgess has not shirked his task. To it he has again brought 
his sense of proportion and gift for lucid exposition which made the 
earlier volume notable in the mass of literature on the Federal 
Reserve System. The result is wholly admirable as an up-to-date 
account of central banking in the United States ; an account which 
sets in simple perspective, the kaleidoscope of American monetary 
developments during the past quarter of a century. All the nine- 
teen chapters that comprise this book are well worth reading from 
beginning to end by those in search of a clear and authoritative 
introduction to the subject. 

There are many, however, who will regret that Mr. Burgess 
considered a fuller critical analysis of Federal Reserve problems 
and policy out of place. In the five years after 1921, for instance, 
was the aim of Federal Reserve policy too narrowly conceived in 


1 See Review by R. F. Harrod, Economic JourNnat, September 1929. 
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terms of ad hoc domestic stabilisation without sufficient reference 
to what level and complex of internal prices might in the long run 
be compatible with an equilibrium of international prices and the 
American foreign balance? Mr. Burgess does not raise the ques- 
tion. Or again, do the critical months of the second half of 1931 
not represent the most magnificent opportunity, missed by the 
Reserve authorities, for testing what suspension of Reserve Bank 
reserve requirements, combined with large-scale purchases of 
securities, could do in a major emergency to preserve the liquidity 
of member banks and thereby also remove the public’s motive 
for a flight into cash? As Mr. Burgess dryly observes, ‘‘ a modern 
bank of issue mechanism is not a substitute for a sound commercial 
banking system, a sound national economic policy, and sound 
international financial relations ” (p. 207). As to how far it might 
serve as antidote, however, American experience in 1931 is not 
an adequate guide. 

Apart from consideration of the merits of specific Federal 
Reserve action in the past, there are a number of more general 
matters to which Mr. Burgess adverts all too shortly. He says, 
for example, with regard to the “eligibility ’’ provisions—now 
relaxed—of the Reserve Act, “‘ Limitations upon inflation or 
deflation are to be found in the broad credit policy pursued by the 
bank of issue and not in restrictions as to collateral or even re- 
serves for currency” (p. 76). But he does not develop the far- 
reaching implications of this important truth. Again he leaves 
without the thread of a continuous argument the problem 
created by a shifting distribution of what he not too happily calls 
“low-powered money” between the financial and industrial 
circulation—a shifting which, as he notes (p. 302), carried the 
turnover of deposits for 101 clearing house centres for the month 
of October 1929 to a rate of about 94 times a year compared with 
an average rate of about 50 for the years from 1922 to 1927. 
Finally—to quote once more—there is his briefly set but most 
significant statement in connection with the problem of the 
timing of credit control and the behaviour of constructional and 
other trades in the course of the trade cycle : ‘‘ Credit is important 
in this picture primarily through its effect on the price and avail- 
ability of long-term money. . . . Many discussions focus attention 
on the wrong point when they deal with short-term business 
borrowing from banks” (p. 303). This statement leads straight 
to the large question, vital henceforward—in what useful sense is 
the Federal Reserve System to interpret its statutory mandate to 
govern its policy with a view to “‘ the maintenance of sound credit 
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conditions and the accommodation of commerce, industry and 
agriculture ” under conditions in which the volume of bank money 
depends mainly upon the choice of the member banks between 
investment in government obligations and excess reserves ? 

But perhaps the complexity of these issues proves Mr. Burgess 
right after all in having eschewed their further discussion in an 
introductory book. M. Tappan HoLionp 


Girton College, 
Cambridge. 


Soviet Money and Finance. By L. E. Hussarp. (Macmillan. 
1936. Pp. 340. 12s. 6d.) 


TuIs is a very important book. Mr. Hubbard has brought to 
bear upon some of the most interesting economic issues raised by 
Soviet planning a happy combination of expert knowledge both 
of Russia and of the theory and practice of banking. He writes, 
moreover, with a cold objectivity which is still too seldom found 
among economists who dabble in Soviet experience. Before the 
reader has finished the book, he does indeed become aware that 
Mr. Hubbard regards the mechanism of price movements in open 
markets as, in general, a better index of what ought to be pro- 
duced, and how products ought to be distributed, than the decisions 
of any authoritative planners. But this judgment neither impairs — 
his ability to analyse the theoretical and practical transformations 
which such familiar economic instruments and processes as mone- 
tary policy and price formation undergo in the planned economy ; 
nor does it blind him to such successes as the Soviet authorities 
have achieved in obtaining the objectives which they themselves 
believe to be important. 

Mr. Hubbard’s account covers practically the whole period 
from the War Communism of 1917-21 to the present time; but it 
is to the experience of the relatively settled conditions, and to the 
constructive experimentation of the period since the first Five- 
Year Plan, that he devotes most ‘attention. He gives a com- 
prehensive picture of the various banks now operative in the 
Soviet Union, and of the functions respectively assigned to them. 
The great importance of the credit reform of 1930 stands out par- 
ticularly clearly from this review, as does the dominant position 
now occupied by the Gosbank in controlling the execution of the 
plans. Since this reform commercial credit—between buyer and 
seller—has been rigidly excluded, in favour of a system under 
which all short-term credit must be provided through the bank. 
As the credit quota of an individual enterprise is specifically 
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assigned by the plans to definite items—raw materials, wages, 
and so on—the potential influence of the bank as supervisor and 
auditor of industrial planning becomes immediately apparent. 

Mr. Hubbard also shows the substantial measure of unrecog- 
nised inflation which took place during the first Five-Year Plan. 
His figures remind one of the old jokes about the handsome 
over-fulfilment of the plans for currency circulation. This infla- 
tion was, of course, tacitly admitted when, with the abolition of 
rationing, the retail price level had to be materially revised in 
order to match supply with demand. 

On the related theoretical questions, and particularly on such 
matters as the formation and significance of prices in such an 
economy as that of the Soviet Union, Mr. Hubbard has much 
that is very valuable to say. At least until the latest phase— 
that is, since the general abolition of rationing—it would appear 
that the whole apparatus of credit, money and prices simply 
served as a means of enabling the authorities to check up on the 
degree to which their plans had been fulfilled. Movements in 
prices, in monetary circulation or in the volume of demands for 
credit did no more than reveal how far what had actually been 
done was in correspondence with what it had previously been 
decided should be done. Their importance in influencing decisions 
as to the character of production or the principles of distribution 
was negligible. In these conditions the rouble became purely an 
accounting unit, and even as such, it could not be said to have 
any definite purchasing power. Hence Mr. Hubbard argues that, 
whereas in capitalist countries every £1 that the Government 
takes from you or me in taxation, or in subscription to public 
loans, is a £ more in the Government’s pocket, the same com- 
parison would not hold of the Soviet Union, at least until the 
end of rationing. For 100 roubles taken from a privileged, high- 
ration low-price category of worker will diminish the consump- 
tion of consumables much more than the same number of roubles 
taken from one who has to spend practically all his income in 
high-priced shops, and enjoys but a small claim upon rationed 
commodities priced below their market value. If this argument 
is valid, it would seem that, although it is perfectly possible to 
draw up estimates of costs and prices, and to balance balance-sheets 
in terms of roubles, yet the economic significance of the rouble, 
even ag an accounting unit, is decidedly elusive. 

Recent trends in Soviet policy, as is well known, have been 
in the direction of decentralisation, and of relaxing some of the 
more rigid controls over market processes. Hence Mr. Hubbard 
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foresees that the plans are becoming a little more subservient 
to price movements, and price movements a little less the mere 
creatures of the plans. There is, however, nothing in this book 
to suggest that the authoritarian control of economic life by 
planning and its automatic regulation by the price mechanism 
are not direct opposites. While both methods may be used in 
conjunction in one and the same community (and are in fact 
so used everywhere from the Soviet Union to the United States), 
it remains true that the more you have of one, the less you have 
of the other. Mr. Hubbard’s study gives no encouragement to 
those economists who appear to believe that in a planned economy 
the price mechanism would acquire a new social significance, so 
that the whole duty of a planner becomes to refrain from plan- 
ning; and to follow, instead, with a new-found reverence, those 
market indices, criticism of the validity of which as guides to 
production and distribution is usually a major argument in the 
case for the establishment of the planned economy. Nor do 
the Soviet authorities, in the light of their concrete experience 
of planning, evince much regard for this point of view. Their 
attitude in this matter seems to be entirely one of expediency ; 
and, notwithstanding recent concessions, there is little sign of 
any willingness on their part to surrender the key positions in 
economic life to unfettered control by the free play of market 
forces. BaRBARA WOOTTON 


Paris as a Financial Centre. By Marcaret G. Mygrs. (P. S. 
King. London: 1936. Pp. 189. 10s.) 


Tue working of the Paris money market has been much 
discussed, but little understood, in this country; and until 
quite recently there was practically no book available in English 
to throw light on the subject. The French chapters in Madden 
and Nadler’s International Money Markets, published last year, 
together with the comparative references in Truptil’s British 
Banks have done something to remedy this deficiency, but leave 
room for the present, more specialised study. 

It is fortunate for the student that Miss Myers has devoted 
special attention to institutions which are neglected by Madden 
and Nadler—the Treasury and the Caisse de Depdts et des Con- 
signations. The chapter on the latter is, to my mind, the most 
valuable part of the book. She is also interesting and informative 
on the attempts made in the years following 1928 to increase the 
international importance of the Paris acceptance market. On 
the other hand, the part played by the money market in providing 
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liquidity for the domestic banking system is not presented as 
clearly as might be wished, although the essential facts are given. 
The value of the author’s comments on the institutions 
described is sometimes impaired for the reviewer by a difference 
of opinion with respect to the underlying theoretical issues. 
This apart, the book appears to be misleading or inaccurate 
with respect to a certain number of minor points. Thus, to give 
a few examples, the reader would be led to think that the big 
French banks had usually acquired their branches by absorbing 
provincial banks, whereas in truth the special feature of French 
banking concentration has been the small part played by amalga- 
mations. In a comparison with the London acceptance market 
the ratio of capital to deposits and loans in the case of the bill 
brokers appears to be confused with the ratio of capital to 
acceptances in the case of the accepting houses. The reader will 
be bewildered to come upon the suggestion that in 1932 the 
Treasury had overdrawn its account at the Bank of France after 
having been told that the Bank has no power to lend to the 
Treasury beyond the fixed interest-free credit. Finally, I am 
unable to pass over the following statement: “Just before the 
stabilisation of the franc, for example, when the Treasury knew 
that the Bank of France was increasingly unwilling to rediscount 
Treasury notes, the Central Fund (i.e. of the Treasury) held such 
large quantities of Bank of France notes that it might have ruined 
the Bank had they all been presented at once for redemption.”’ 
The implication of a threat to the Bank is surely most foolish. 
The banknotes were not in any sense redeemable until stabilisa- 
tion had occurred, and it is inconceivable that the Treasury 
should have been plotting beforehand to wreck the stabilisation 
it so much desired. P. Barrett WHALE 


The Problem of Investment. By F. I. SHarrner, Pu.D. (J. 
Wiley & Sons, New York. London: Chapman & Hall. 
1936. Pp. viii + 357. 15s.) 

Investment for Appreciation. By L. L. B. Anaas. (Macmillan. 
1936. Pp. vii + 353. 20s.) 

Adventures in Investing. By ‘“‘Szcuritas.” (Hogarth Press, 
1936. Pp. 208. 5s.) 

Fixed Trusts. Report of the Departmental Committee appointed 
by the Board of Trade. (H.M. Stationery Office. Cmd. 
5259. Pp. 59. 1s.) 


THESE four publications provide, first, three discourses for the 
education of the investor, and finally, the views of a departmental 
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committee as to the safeguards by which a novel form of 
investment should be regulated in the interest of the public. 
From Dr. Shaffner, Instructor in Economics at Harvard, we 
get a learned and philosophical treatise, reviewing the world 
with all its changes and chances, and its rapidly quickening 
tempo of bewildering mutations, as it affects the investor’s 
problem ; taking us back to Roman law and the right once enjoyed 
under it by the creditor to sell or kill a defaulting debtor, and 
ending with the conclusion that “ there is no such thing as riskless 
investment. On the contrary, investment is nowadays accom- 
panied by an increasing degree of risk.” He also decides that, 
since the analysis of investment opportunities is as much a 
specialised twenty-four-hour-a-day profession as medicine or the 
law, no layman should attempt to handle his investment unaided, 
but should make at least enough study of the subject to enable 
him to pick out the best advisers and to appraise the quality of 
their advice. The need for this last counsel he had previously 
shown in a chapter headed, “ Are there any Investment Ex- 
perts ? ’’ to which the answer seemed to be chiefly in the negative. 
His whole doctrine, being based almost entirely on American 
experience, would tend to lead investors to leave their money in 
a safe deposit vault. He tells a disgusting tale of stockholders 
swindled by managers and market-riggers who took control by 
complicated systems of intermediary holding companies, of banks 
which organised investment trusts which they used as waste- 
paper baskets for the disposal of securities that they preferred 
not to hold, and of mis-statements—to put it mildly—by which 
the public was induced to subscribe for foreign loans, which the 
borrowers were implored by American bankers to accept. It is 
a nightmare, dramatically depicted; and Dr. Shaffner seems to 
hope that Mr. Roosevelt’s measures for cleaning out the Wall 
Street stable have had some effect. Some of his general con- 
clusions one may venture to question—is investment really 
growing continually more risky? Here, at least, we can claim 
that the consolidation of industry and its more cautious financing 
tend to lessen its dangers, and that honestly conducted invest- — 
ment trusts go a long way towards giving the investor more safety. 
And is he right in asserting that all investors are speculators ? 
He rejects motive as a basis of distinction, because he cannot see 
how motive, which is essentially a subjective matter, can be 
made the basis of an objective classification. So much the worse 
for the objective classifier, but motive is surely a very real differ- 
ence between buying securities for gambling profit, and buying 
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them for a dependable and, if you like, increasing real 
income. 

To the other two exponents of investment doctrine, investment 
appears, as it seems to do to Dr. Shaffner, to be not a method of 
placing one’s money in order to get an income from it, but a 
system of increasing it by judicious foresight. This is certainly 
what investment means to many, and often to their subsequent 
sorrow. Major Angas sets out a course of study, as essential 
to success in this field, which is far beyond the capacity, to say 
nothing of the necessary leisure, of the man in the street. Suc- 
cessful investment, he tells us, requires five separate studies, the 
first of which is “analysis of the fundamental economic and 
monetary forces which cause the business cycle in industry as a 
whole.”” There is no need to enumerate the other four. For 
this one is enough to take up all the time of the average individual, 
without enabling him to arrive at a certain conclusion about it. 
A study of Major Angas’s pages, interesting as they must be to 
expert students, would leave most people convinced that if all 
this knowledge and research are required, the pursuit of capital 
appreciation is hardly worth the candle, especially as many 
doubts are involved—we are told on p. 1 that stock and bond 
prices move in cycles, which are analysable and largely pre- 
dictable; and then the next sentence observes that extraneous 
forces can “ intervene to disturb the normal sequences of change.” 
And who can predict the interventions of these forces ? 

“ Securitas,” as the title of his book implies, is frankly on the 
side of speculative investment, or speculation as I should call it 
—buying for a rise. His book is full of homely wisdom, though 
the hopes that he holds out of speculative profits may tempt the 
unwary to go out of their depth. He is able, however, to recount 
many examples of foresight in the advice that he has in the past 
few years given to readers of Time and Tide. Let us hope that 
he and his followers will continue to score bull’s eyes. 

In the last performance of this quartette we find the decisions 
of a departmental committee concerning the statutory regulation 
of the Fixed Trusts, or Unit Trusts, as it sensibly proposes that 
they should be called, certain members of the public having been 
misled by the word Fixed into a belief that the income from their 
investment in them was a fixture. Being a member of the board 
of a company that manages Unit Trusts, my observations on the 
recommendations of the committee must be received with 
suspicion. 

Unit Trusts are a novelty, and, as such, were at first regarded 
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with a critical eye by the always conservative Stock Exchange, 
and may also be looked upon as undesirable newcomers by the 
building societies, owing to their successful appeal to the small 
investor, from whom those societies gather most of their funds. 
Possibly influenced by this adverse atmosphere, the committee 
has, in my opinion, shared by many who regard the Unit Trust 
movement as a sound development which has good work to do, 
been hardly fair to it. Among many examples that could be 
quoted, if space permitted, the committee’s attitude towards the 
trustee that holds the securities and distributes the income is 
perhaps the most curious and unfortunate. Under the con- 
stitution of the Unit Trusts’ Association, the only bodies that 
may be named as trustees are banks and insurance companies 
of a standing satisfactory to the Association. The responsibilities 
of the trustee are, as a rule, limited to the duties named above; 
but it is obvious that no bank or insurance company would wish 
to be found acting, even in this limited capacity, for a fraudulent 
concern; and that as long as trusteeship is confined to them, the 
public may be sure that unit trusts are honestly designed and 
conducted; and this feature in the unit trust movement is of 
great importance to the small investors whom it is educating in 
the art of real investment and saving from the wiles of the bucket- 
shops. The Committee proposes to weaken this protection by 
allowing unit trusts to name as trustees any company with a 
certain paid-up capital. It further proposes that the name of 
the trustee is never to be mentioned in advertisements of the 
ordinary kind, not constituting an offer for sale—a suggestion 
which simply invites swindlers to exploit the movement. At 
present the unit trusts appeal to the public partly by showing 
that they have secured as trustee a first-rate bank or insurance 
company. If the committee has its way, any gang of pirates 
that is working with a quite irresponsible trustee will be able to 
compete with the honest management companies, thanks to being 
prohibited from giving themselves away by disclosing the worth- 
lessness of the custodian. Parliament, however, may probably 
be trusted to be wiser than the committee on this and many 


other points. 
HartTLEY WITHERS 


Social Security in the United States. By Paut H. Dovetas. 
(New York: McGraw-Hill. 1936. Pp. 384. 15s.) 


ProFessor Dovetas has produced a very valuable interim 
statement on the American attempt to legislate for Social Security. 
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In this book he first of all outlines tlie legislative history of the 
various enactments that are now on the statute books of several 
states and of the United States Congress. He then goes on to 
outline and explain the provisions of the Act itself, and of some of 
the chief Unemployment Insurance or Old Age Pensions Acts 
which have been passed in various states. He concludes by an 
examination of the defects of all this legislation, and makes a 
number of valuable suggestions for future improvement. The 
book will be indispensable to all students of the details of the 
administration of Unemployment Insurance and other forms of 
State protection against the hazards of industrial life. 

The Social Security Act can be considered roughly under three 
heads: Old Age Pensions and Annuities; Unemployment 
Insurance; and General Social Welfare and Public Health. 
There is, however, no provision for National Health Insurance. 
Though the latter miscellaneous provisions are interesting and 
important, it is the attempt to provide a national system of Old 
Age Pensions and Unemployment Insurance which represents the 
most startling departure from previous practice in the United 
States, and which is justly regarded as the most essential part of 
the measure. 

Two types of protection are provided for the aged. To cope 
with the immediate problem there is a system of federal aid to 
the states for the provision of Old Age Pensions to all who are now 
judged to be in need of them. For the future, there is established 
a system of compulsory Old Age Insurance of wage-earners and 
salaried employees in all industries except those specifically 
excluded. The Old Age Pensions schemes provide for the pay- 
ment by the federal Government of half the total pension paid by 
the State, except that the maximum monthly amount which the 
federal Government will contribute for any one person will be 
fifteen dollars. The revenue devoted by the federal Government 
to the aid of the states for this purpose will be derived from the 
ordinary sources of revenue. The funds for Old Age Insurance, 
however, will be derived from taxation upon employers’ pay-rolls 
and workers’ earnings. Monthly annuities will be paid without 
any means test to all insured persons when they reach the age of 
sixty-five, provided that they then relinquish paid employment. 
It will be noted that this is a purely federal system, and does not 
involve any co-operation with the states. The taxes on wages 
and salaries will be paid into a fund which will be invested in 
Government securities, and is calculated to amount to the large 
total of $46,942,700,000 by 1980. 


12 
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Unemployment insurance is to be established by federal- 
state co-operation. There is, of course, little or no economic 
reason for this course of action, and it can only be justified by the 
fear of constitutional difficulties if an infringement of states’ 
rights should appear to be made. The system adopted is that of 
taxing employers to a maximum extent (by 1937) of 3 per cent. of 
their total wages and salaries bill, but permitting them to secure 
exemption from 90 per cent. of this tax, if the state in which the 
wage bill is paid has a system of compulsory Unemployment 
Insurance. There is thus a strong inducement to all states to 
set up some sort of insurance, and certain conditions are laid down 
concerning the standards to which state laws must conform. It 
is clear, however, that state laws will vary very considerably under 
this system. Some states where unemployment is comparatively 
small may be able to pay benefits for fairly long periods and on 
fairly good terms, while others may find it difficult to pay adequate 
sums for any length of time. It is impossible here to summarise 
all the provisions to which the state legislation must conform. 
Suffice it to say that it is improbable that benefits in any large 
number of cases can be paid for more than about twenty weeks— 
and that after a fairly long waiting period. The sums paid will 
not in any case exceed half of normal earnings, and there will be 
no payment of additional benefits to dependants. Thus public 
relief will still be necessary for very large numbers of workers and 
their families. A feature of the legislation is the provision for using 
accumulated funds in the hands of the federal Treasury for co- 
operation with the Federal Reserve Board in attempts to secure 
general economic stability by means of money-market operations. 

From even this very inadequate account of the provisions of 
the legislation, it will be seen that the peculiar constitutional 
difficulties of the United States have once again been responsible 
for great confusion in the administration of measures which are 
obviously necessary, and which have long ago been adopted in 
other countries. It seems incredible that forty-eight separate 
Unemployment Insurance Acts can exist side by side for very 
long, even though some small amount of uniformity in administra- 
tion will be secured by the exercise of the powers of the Social 
Security Board, which is to supervise the working of the whole 
system. One deplorable feature of the legislation is that the 
states themselves have complete control of the appointment of 
local administrative personnel. This is bound to give rise to 
corruption and maladministration. But it will not be for 
administrative reasons alone that this patchwork system will 
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prove unsatisfactory. If the experience of other countries can be 
taken as a guide, it is fairly safe to prognosticate that the dis- 
satisfaction of beneficiaries will before long force the federal 
Government to subsidise “insurance” payments from general 
taxation. Once that principle is generally introduced, then 
greater uniformity in administration will be inevitable. 

Professor Douglas gives a very useful list of suggestions which 
it is hoped the various states will consider carefully before they 
frame their own legislation. He concludes with a final discussion 
about the probable reception of the whole scheme by the Supreme 
Court. This was written some time before the election. So 
overwhelming was the vote which returned Mr. Roosevelt to 
office, that nobody need now have any doubts as to whether the 
Court will find the Social Security Act unconstitutional. 

H. A. MarquanpD 
University College, 
Cardiff. 


Consumption and Standards of Living. By C. C. ZimMeEeRMAN. 
(London: Williams and Norgate. 1936. Pp. xvi + 602. 
16s.) 


THE problem is a wide one: what is the nature of a system 
of living? ‘‘ By the term systems of living is meant the total 
individual and group behaviour as it is integrated about the 
efforts to satisfy desires ’’ (p. 3); and we find in the end that “a 
system of living is an involved organisation of acts, thought, 
and belief including not only the capacity of the individual to 
produce the things he needs, but also the capacity of institutions, 
such as the family, the community, the religious authorities, the 
government, and industry, to keep order and to discipline the 
individual into the pathways of production ”’ (p. 569). 

Prof. Zimmerman begins by distinguishing five fields of desire : 
food, housing, clothing, sundries and advancement, and saving. 
As a sociologist he considers the rdle of each in the life of individual 
and society, and then he presents the findings of field-work con- 
cerning the part which these headings take in the budgets of 
different peoples and strata. The chapters on the roles contain 
some suggestive contentions, such as the argument from statistical 
evidence to show that better houses will not do much to improve 
character, which depends not so much on the physical structure 
of the house as on the strength of family ties and ‘“ the ‘ fund of 
magic ’ called ‘home’.”’ The field-work ranges near and far, and 
the breadth of knowledge here displayed is truly imposing. 
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Where statistics are tabulated, however, inferences are sometimes 
drawn without sufficient regard to the pitfalls of small samples : 
where less than twenty entries, for instance, are spread over seven 
or eight class intervals (p. 268), one cannot determine the mode 
with confidence. 

There follow nine chapters devoted to a survey of types and 
schools of the study of man as consumer, and four of them deal 
with types of economic theory. An economist reading them after 
what has gone before will feel, I think, that the treatment of de- 
mand traditional in our outlines of economics has fastened itself 
to the formal theory of choice by a tether shorter than the division 
of labour in the social studies requires and than is good for eco- 
nomics itself. If, again, he has always accepted Marshall’s view, 
that “every broad improvement in the standard of comfort is 
likely to bring with it a better manner of living, and to open the 
way to newer and higher activities,” he may be not only startled 
but impressed by Prof. Zimmerman’s repeated warning, that the 
rise in the standard of living may be bringing with it a weakening 
of the ties by which society preserves and perpetuates itself. 
In part, it is true, the encircling gloom of his thesis may seem its 
own sufficient refutation. ‘‘ We have kept up a constant barrage 
against the family system, religious institutions, and government. 
The family must be broken up in order that we may have more to 
consume as individuals ”’ (p. 570). ‘‘ Suicide rates mount because 
the mobility of the society very rapidly changes the level of eco- 
nomic stimulation. This results in demoralization.”’ Yet, before 
we pass on, we have to explain away the fall in the birth-rate : 
“the chief index of the declining value of life,’ says the author, 
“‘as opposed to the increased value of a high level of pleasurable 
sensation during life is to be found in the birth-rate itself” 
(p. 575). When reformers in close touch with human suffering 
propose some bold intervention, economists may rightly remind 
them that their measure may have consequences which their 
neglect of economic mechanisms has led them to ignore; these 
economists then, in turn, so far as they conceive an end of social 
policy, cannot refuse a hearing to other students of society, who 
warn them (be it shrilly) that the changes they desire may have 
unlooked-for consequences beyond their own immediate field of 
vision. 

Though this scrutiny of the economists is thus in part disturbing 
and suggestive, it does not seem to me invariably well-founded : 
the essence of the economic argument is sometimes missed, a 
sociological interpretation put on it gratuitously. The economic 
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theory of rent, which is concerned with the implications of the 
inelastic supply of productive factors, is a foreign body in the 
chapter on ‘“‘ Laws of Housing Expense.” ‘‘ The idea of ‘ spend- 
ing for prosperity ’ during depressions ”’ is examined in a whole 
chapter, the gist of which is that spendthrifts impoverish them- 
selves and society; but the economists who are anxious about 
saving wish not to stamp out thrift, but to ensure that what people 
try to save they can save. The quantitative aspects of economic 
relations are stated very loosely. A remarkable interpretation 
is set upon the statistical study of demand curves: “ these curves 
of economic wants assume that the non-material standard of 
living is dependent upon the material. They do not recognise 
that goods are only a part of the values of life ’’ (p. 537). 
E. H. Brown 
New College, 
Oxford. 


The Problem of Nutrition. Vol. I. Interim Report of the Mixed 
Committee. (Pp. 98. 2s.) Vol. II. Report on the Physiological 
Bases of Nutrition. (Pp. 27. 6d.) Vol. III. Nutrition in 
Various Countries. (Pp. 271. 5s.6d.) Vol. IV. Statistics of 
Food Production, Consumption and Prices. (Pp. 110. 3s. 6d.) 
League of Nations, London: Allen and Unwin. 1936. 

Poverty and Public Health. By G.C. M. M’Goniatz and J. Kirsy. 
(Gollancz. 1936. Pp. 278. 6s.) 


Tue four volumes produced by the League of Nations are the 
result of a resolution passed by the Assembly in 1935. This resolu- 
tion requested the Council to invite the Health Organisation to 
extend its work on nutrition, to instruct the technical organisations 
to collect information and to appoint a committee ofexperts. The 
steps recommended were taken, and a mixed committee was set up 
under the chairmanship of Lord Astor. The first volume contains 
their interim report. The second, third and fourth volumes are in 
the nature of supporting memoranda. The second is a very brief 
report which summarises the food requirements of children and 
adults. The title of the third volume is perhaps rather misleading. 
It is a summary of the measures taken in various countries to 
improve nutrition. The kind of information which it contains 
will be seen from the fact that for this country a brief description 
is given of maternity and child welfare work, school medical 
inspection, school meals, the milk in schools scheme, U.A.B. 
allowances, the Public Health and the Food and Drugs Acts. It 
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also contains a section on research conducted in different countries. 
The findings of various committees and investigators are given 
without any criticism ; thus Sir John Orr’s conclusions are quoted 
without any reference to the very slender factual basis upon which 
they are founded, or any mention of the doubtful statistical 
. methods employed by him. The fourth volume was prepared 
by the International Institute of Agriculture. It is obvious that 
on the basis of this material, informative though much of it is, the 
mixed committee could not get far or probe deep. They have 
therefore contented themselves for the present with an interim 
report devoted to general considerations, which must be in view 
when attention comes to be devoted to the special aspects of the 
matter. A year is a short space of time in which to investigate 
such an intricate problem, and the League has done as much as 
could be expected as a beginning. 

Dr. M’Gonigle’s book is evidently intended for popular con- 
sumption. It consists of a general survey of the evidence which is 
supposed to illustrate the present condition of nutrition in this 
country, and of a summary of his own observations. It also 
includes some curious excursions into anthropology, including 
“the stages of human civilisation,” and some rather dogmatic 
pronouncements such as that “heredity . . . has little to do 
with the actual functioning of the bodily mechanism.” From his 
review of the evidence provided by recruiting for the Army and 
by school medical inspection he tends to draw the most pessimistic 
conclusions. Indeed, he seems anxious to put the worst con- 
struction on the available evidence. One example of his treatment 
must suffice. He notes that 23-9 per 1,000 children were discovered 
to be suffering from some degree of malnutrition as the result of 
routine medical inspection in school in 1933. He goes on to say 
that ‘“‘ when regard is given to the results of meticulous special 
investigations, which take into account the minutize of defects, 
the physical condition of elementary school children is found 
to be even worse than is indicated by routine medical inspection. 
. . . Special surveys carried out for the express purpose of detect- 
ing malnutrition during the financial year 1932-33 resulted in 
399,377 individual children receiving meals provided by Local 
Education Authorities.” This, he says, means that malnutrition 
is three and a third times as prevalent as is indicated by routine 
medical inspections. But he omits to say that among these chil- 
dren are an unknown number whose parents pay for the meals; 
these children have not been examined at all, and it is merely a 
convenience to the parents that they have their meals at school. 
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A much more important point is that, whatever may be the case 
in some areas, in many, if not in most, children are put on the feed- 
ing list, not as the result of any “ meticulous special inspection ”’ 
but as the result of the applications of parents or the recom- 
mendations of teachers or care committees. It is probable that 
few of the 399,377 children were subjected to any special survey 
or even to any medical examination at all as a result of which 
they were put on the list. In one of the largest cities of the 
country, in any case, no nutritional surveys were carried out in 
this year; therefore not a single child from this city, included in 
the 399,377, had been specially examined. Conditions in this 
city were almost certainly the rule and not the exception, and 
therefore the position is generally the contrary of that stated by 
the author. Children are more carefully inspected for malnutrition 
at routine inspections than when they are put on the feeding 
list. 

Again an examination of one only of Dr. M’Gonigle’s own 
observations must suffice. We may take the now famous case of 
the families transferred to a new housing estate at Stockton-on- 
Tees. The case is famous in the sense that many people believe 
that Dr. M’Gonigle has demonstrated an increase of mortality 
among the transferred, and that he is right in attributing the 
increase to malnutrition consequent upon paying higher rents and 
having less money to spend upon food. He repeats in this book 
the statements made in a paper published in 1933. He says that 
the crude death-rate increased from 18-75 to 26-71 and the stand- 
ardised death-rate from 22-91 to 33-35. He holds that it was a 
real increase, and concludes that the “increased mortality was 
associated with dietary deficiencies.’’ The data necessary before 
any such conclusion can be drawn are, however, lacking. We are 
told that 710 persons were removed and that three years later there 
were 695. Meanwhile, since the birth-rate rose to 44-25, there must 
have been well over 100 births. There must also have been some, 
and perhaps a considerable amount of, migration ; for migration is 
commonly experienced in these new estates. Therefore there may 
have been a considerable change in age distribution. But we are 
told nothing about the age distribution of the group at any date. It 
follows that it cannot be affirmed that there was any real increase 
in mortality. There may have been none, and thus there may be 
no reason for suspecting the influence of dietary deficiencies under 
new housing conditions. Nevertheless nutrition is a grave prob- 
lem. We have long known from the results of the social surveys 
that many persons are under nourished because they lack the 
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means to buy quantitatively enough food. We are learning that 
there is also the problem of malnutrition because many others 
cannot, or do not, obtain qualitatively an adequate diet. It is 
therefore all the more unfortunate that, in a book intended for a 
wide public, more care should not have been taken to put the 
facts in a manner that is not open to obvious criticism. 

A. M. Carr-SaAUNDERS 


Die Entwicklung der Arbeitslosenversicherung und der Arbeits- 
losigkeit in England. By B. Prister. (Stuttgart: W. 
Kohlhammer Verlag. 1936. Pp. 196. RM. 7.80.) 


Dr. PrisTER has written the best short account of the develop- 
ment of unemployment insurance, set against the background 
of the course of unemployment since the War, that has yet been 
published. It is, of course, on a much smaller scale than the 
classical work of Beveridge on unemployment, and the writer has 
not had the latter’s advantage of having helped to mould much 
of the material which he describes, but Dr. Pfister has the same 
merit of bringing a trained economic mind, a sense of proportion, 
and an historian’s feeling for causal connections, to bear on his 
problem. 

Starting with a survey of the work done by the trade unions 
in relieving unemployment among their members, he traces the 
evolution of the State provision of unemployment insurance 
from its inception in 1911 down to 1930. He then interpolates 
a considerable section summarising the situation in regard 
to unemployment since the War. This is very well done and 
brings out the essential facts. Finally he discusses the problems 
confronting the Royal Commission on Unemployment Insurance 
which was appointed in 1930, the nature of its findings, and the 
new policy pursued from 1934 onwards. He has drawn extensively 
upon the Ministry of Labour Gazette and the indispensable 
Annual Reports of the Ministry of Labour, and has carried his 
statistical and other information where available down to the 
end of 1935. 

The result isa brief, unpretentious, but scholarly study of the 
evolution of British policy for the relief of unemployment, in its 
relation to the general trend of the economic and social develop- 
ment of this country. 

C. W. GUILLEBAUD 


St. John’s College, 
Cambridge. 
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Report on the Supply of Electricity in Great Britain. Prepared 
and published by P.E.P. (Political and Economic Planning, 
16, Queen Anne’s Gate, London, 8.W.1. 1936. Pp. 171. 
6s.) 


Electrical Engineering Economics. By D. J. Bouton, M.Sc., 
M.I.E.E. (Chapman and Hall. 1936. Pp. 365. 21s.) 


Booxs about the electricity supply industry are rare. This 
very well-documented industry has received surprisingly little 
attention from economists. The paucity of pure description of 
the industry, indeed, is revealed by the fact that the P.E.P. 
report is the most comprehensive survey which has yet been 
published. And yet this is a report addressed primarily to the 
industry itself, and is meant primarily to advocate its own set of 
practical proposals for reorganisation. The proposals, however, 
are preceded by a brief history of the industry, a description of 
the ‘“ Grid ” structure, a discussion of the principal problems of the 
industry, particularly—as in all P.E.P. reports—on the market 
side, and thirty-three valuable statistical tables, many of which 
bring facts to light which had hitherto been unknown outside the 
innermost circles of the industry. From the ample official 
reports and statistical returns, the P.E.P. investigators have 
extracted a great deal of useful information. They have pre- 
sented it in unattractive form, and readers, particularly those who 
are ignorant of the technical details of electricity supply, will find 
some difficulty in separating the fundamental facts and figures 
from the superficial. They have left a number of rather sur- 
prising gaps; available facts about generation and distribution 
costs, for example, have been omitted. But on the whole the 
report, taken alongside the official McGowan Report, does provide 
a fair basis for the discussion of the industry’s problems. 

The case for reorganisation and of State regulation of 
electricity supply is clear. For some form of State regulation of 
all public utilities, in consumers’ interests alone, the case is 
universally accepted. In this industry, however, that case is 
reinforced by the need to increase the industry’s efficiency. The 
relative lateness of electrical development ensured State regula- 
tion from the beginning, and that State regulation was necessarily 
so wide in scope that it directed and canalised the whole course 
of the industry’s growth. Companies’ areas of supply were 
limited to those covered by their original Board of Trade Orders ; 
provision was made for eventual purchase by local authorities ; 
maximum prices were fixed, and so on. These restrictions upon 
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free development, coupled with the fact that the industry de- 
veloped partly by municipal and partly by private enterprise, 
undoubtedly prevented the efficient use of new technical dis- 
coveries. In particular, they prevented the industry from 
achieving the obvious and very substantial economies of large- 
scale generation. In short, they prevented the size of under- 
takings from increasing to anywhere near the technical optimum. 
So obvious, indeed, was the discrepancy between the limits to 
size imposed by the restrictions (which were intended to safe- 
guard consumers) and the optimum, that the State, after long 
heart-searching, stepped in and virtually put the whole generation 
side under national control—an operation which was carried 
through by the Central Electricity Board with conspicuous 
success. 

The problem which remains—the organisation of retailing 
electricity—is more difficult. The criticisms of the present system 
—the inevitable lack of standardisation in a system of 626 under- 
takings, the failure to develop rural areas, the inadequacy of some 
firms’ management, the inability of the system as a whole to 
reduce distribution costs—are put strongly and well both in this 
and in the McGowan Report. These criticisms having been put, 
however, the difficulties begin. In generation, the problem of 
determining the optimum scale of production was purely technical ; 
with certain local variations, it was scientifically soluble. But in 
distribution there is no such certainty. The McGowan Report 
asserts roundly that the optimum size of a distribution under- 
taking is appreciably higher than the present average, and it 
therefore advocates compulsory amalgamations of small concerns 
(particularly the 429 which sell less than ten million units a year) 
with the large. The P.E.P. report, however, criticises this 
“fallacy.” It concedes that ‘“‘ there may be a certain range in 
undertaking size over which so-called ‘economies of large-scale 
operation ’ play a part,” but suggests that “it is possible that, 
beyond a certain point, the complexity in administration resulting 
from increases in size results in decreasing efficiency.” This is, 
of course, true enough, although there is no evidence to suggest 
that even companies of the size of the County of London Electric 
Supply Company, which with its subsidiaries supplies some 
450,000 consumers and sells over 700 million units a year, have 
approached the limit of efficient manageability. There are, 
indeed, two factors—the value of a diversified load and the over- 
whelming importance of capital costs (one-half of average distri- 
bution costs), and therefore of cheap borrowing and financial 
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strength—which tend to push the optimum scale of distribution 
almost indefinitely upward. It seems likely that, at least at 
present orders of size, these outweigh the technical difficulties of 
large-scale management, especially as reduction in the number of 
firms improves the average quality of the managers. It is difficult 
otherwise to account for the difference between the average 
distribution costs of 2-48d. per unit in concerns selling less than a 
million units and that of 0-59d. in those which sell more than 50 
million units. The P.E.P. report, in its agnosticism about this 
question and its implied preference for medium-sized concerns, 
would appear to ignore the careful statistical arguments of the 
McGowan Report, based upon the well-known researches of 
Mr. J. M. Kennedy and Miss Noakes, which show a strong positive 
correlation between the scale of distribution, the units sold per 
consumer, the units sold per £ of distribution capital, and the 
inverse of distribution costs per unit. If a proper inquiry were 
conducted into distribution cost, as the report suggests, it is 
indeed possible that the optimum unit would be found to be 
greater even than that envisaged by the McGowan Committee. 
Until this question has been settled, reorganisation cannot 
begin. The report proposes the appointment of a Committee of 
Investigation to examine the whole position of the industry and 
to suggest amalgamations, schemes of standardisation, and so on. 
Wide powers to enforce these schemes, to initiate and finance 
extensions, to compel undertakings to provide assisted wiring 
schemes and standard tarifis, to purchase stores centrally, etc., 
would be given to a new body—the Electricity Development 
Authority—and to the Electricity Commissioners. This dual 
control—a further difference from the McGowan Report—is 
justified on the grounds that there is a definite difference between 
initiation and regulation. It is not, however, easy to draw an 
exact line between the two: the report, for example, classifies 
as “regulatory ”’ a power “ requiring any undertaker to engage 
in the business of wiring and contracting,’ but puts the testing 
of consumers’ appliances under the control of the initiating body, 
the new authority. In practice, it is easy to imagine considerable 
friction between the two governing bodies, and indeed between 
them both and the industry. The report does bring forward in 
its most acute form the question of the extent to which public 
regulation of this extreme kind (which incidentally includes 
limitation of profits to 5 per cent. on the share capital plus a 
“ consumers’ benefit ’’ sort of sliding scale) is in fact compatible 
with private commercial operation of the system itself. If such 
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fundamental decisions as area of supply, pricing policy, purchase 
of stores, equipment of showrooms, dividend policy, and holding 
company finance are to be taken by these national bodies—and 
the report makes a very strong case for each, and is actually in 
agreement with the McGowan Report on the desirability of control 
of many of them—then it may reasonably be asked whether a 
far-reaching socialisation scheme, with a sensible amount of 
decentralisation of day-to-day management, would not in fact 
be less bureaucratic and more efficient and satisfactory in the 
Jongrun. The history of the formation of the Central Electricity 
Board, and the whole struggle from 1917 onwards to secure to the 
public the obvious advantages of large-scale generation, suggest 
that the P.E.P. type of scheme—and incidentally the McGowan 
type of scheme as well—would hardly encounter fewer political 
obstacles than a plan for complete national control. 

So much for the vexed problem of organisation. The report 
contains some interesting suggestions, too, about the future 
development of electricity. Upon the all-important question of 
price determination, however, it is less illuminating than this 
second edition of Mr. D. J. Bolton’s text-book. This is a technical 
work, designed “to give electrical engineers a plain account of 
such elementary economics as most nearly concerns them, together 
with its application to certain engineering problems.” It dis- 
cusses the various methods of accounting depreciation, the 
financial determination of choice between various kinds of 
electrical equipment—most of the book, indeed, is hardly economics 
in the economist’s sense of the word. The last section, however, 
deals with the economics of electricity supply, and does very 
usefully fill some of the gaps in the P.E.P. report. First of all, 
it contains an important discussion of the importance of load 
factor, diversity factor and power factor. Secondly, it contains 
some highly interesting cost analysis—cost of supply is broken 
up into fixed and running costs of generation, transmission and 
distribution. The analysis is definitely factual, and is illustrated 
by descriptive diagrams. And third comes the real point—the 
theoretical discussion of the two-part tariff. In the calculation 
of a two-part tariff, fixed costs are separated from running costs. 
A fixed charge is made to the consumer to cover the fixed cost, 
and there is a charge per unit equivalent to the running cost per 
unit. This principle is the basis of the tariff at which the “ Grid ” 
sells in bulk to the undertakings, and it is also operated, for 
domestic supply, by 85 per cent. of the supply undertakings in 
_ the country. It is in effect an equation of marginal costs to 


1937] STATISTICAL YEAR-BOOK OF WORLD POWER CONFERENCE 127 


marginal revenue. And the real interest to economists in Mr. 
Bolton’s figures lies in the demonstration of the practical possi- 
bility of segregation of fixed from running costs and their re- 
assembly in order to determine the two components of the tariff 


and the correct price policy. 
R. W. B. CLaRKE 


Statistical Year-book of the World Power Conference (No. 1—1933 
and 1934). Edited by F. Brown. (London: The Central 
Office, The World Power Conference. 1936. Pp.11l. 20s.) 


Mvcu labour has been involved in the preparation of this 
first volume of a series of annual statistical surveys of the world’s 
power resources and their utilisation. From 1926 the World 
Power Conference, through a central committee and separate 
national committees, has been engaged on the task of framing 
definitions and devising forms suitable for the collection of power 
statistics from all countries on as uniform a basis as is practically 
possible. The various countries were invited to submit, on the 
prescribed forms, information concerning their power resources 
and their annual figures of production and consumption of power 
first for 1933 and later for 1934. Mr. Brown was selected to 
edit the mass of information obtained and to prepare it for 
publication. The results of this work are presented in the volume 
under review. 

All sources of power are included in the survey with the 
exceptions of wind and sun power and (in the present volume) 
of manufactured gas. There are separate sections on coal and 
wood, petroleum, alcohols and benzoles, natural gas, water 
power and electricity. Some of the gaps in the returns made on 
the prescribed forms are filled by the editorial insertion of published 
statistics when of sufficient reliability and uniformity. The 
statistics of electricity production are derived entirely from 
information collected by the Union Internationale des Pro- 
ducteurs et Distributeurs d’Energie électrique. The actual 
tabular matter is accompanied by an explanatory text, which 
includes the definitions prepared by the World Power Conference. 

The statistical tables are of two kinds, those giving the latest 
estimates of total resources and those showing the 1933 and 1934 
annual statistics of production and consumption. The former 
tables, though certainly superior to anything hitherto published, 
do not dispel entirely doubts about the comparability and mean- 
ing of estimates of (say) the total coal reserves and the capacities 
of water-power sites in various countries. The figures can give 
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little more than a general idea of total power reserves. The annual 
figures are extremely valuable even in their present rather in- 
complete form. If we wish to compare the annual productions 
of coal or the installed capacities of hydro-electric plants in various 
parts of the world in either 1933 or 1934, we have here some very 
reliable information. 

Mr. Brown is to be congratulated upon the thorough and 
practical way he has carried out his task of editing the survey. 
One small but not unimportant point can be instanced. The 
four notations, 0, N, U and —, appear (amongst many others) 
in Mr. Brown’s tables. These imply that the figure concerned is 
respectively nil, negligible, unrecorded and doubtful (i.e. not 
known whether available or not), four possibilities which many 
editors would have been content to lump together under an 
indeterminate —. Certain small inaccuracies have, however, 
escaped the editor’s eagle eye, either in proof correction or 
otherwise. The following list of corrections is not necessarily 
complete : 

p. 21 Table 1. For France (including Saar) read France 
(excluding Saar). 

p. 22 Table 1.—Notes. Correct footnote c to read 
Columns 4-6 exclude, and columns 2 and 3 apparently exclude, 
Saar. 

p- 68 Table 11. In the heading of column 7, for Fue 
read Fuel. 

p. 71 (1. 2 from bottom, footnote). For the definitions of 
items 50 and 54 read the definitions of items 51 and 55. 

p. 78 (1. 6 from bottom). For Fourteen read Thirteen. 


In addition, in Table 11, columns 7, 14 and 16 appear to be 
incorrectly specified. Column 16 either does not represent the 
consumption of Motor Fuel, or is not the sum of columns 7 and 
14 (cf. footnotes b and c to the table). It seems that there is 
some ambiguity in the original definition of alcohol consumption. - 

R. G. D. ALLEN 


The Land Now and To-morrow. By R. G. STAPLEDON. (Faber 
& Faber, Ltd. 1936. Pp. xvii 4-346. 15s.) 

A Survey of the Agricultural and Waste Lands of Wales. Edited 
for the Cahn Hill Improvement Scheme. By R. G. 
StaPLepoN. (Faber & Faber, Ltd. 1936. Pp.xv+ 143. 15s.) 


Tue farm lands of Britain are almost as much the product 
of man’s industry as are the looms upon which cotton cloth is 
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woven or the mills which roll steel rails. What the country was 
like in its natural state we can surmise with some probability. 
Before the rivers were embanked and their courses kept clear of 
obstruction, great areas of the valley country were water-logged. 
Above this level much of the land was forest, some of it open 
and some of it dense, while the rest of it, the heaths, which from 
their soil structure were unfavourable to the growth of trees, 
and the hills, too steep or too high for timber, supported a natural 
herbage the character of which varied with the soil, altitude and 
climate. Agriculture has been made possible only by the applica- 
tion of incalculable labour from the earliest times, and of great 
capital sums in more recent times, to change the surface of the 
country from the natural to an entirely artificial condition, and 
thereafter to keep it so. 

From the earliest times and onwards to the drainage of the 
Fens in the seventeenth century, land reclamation was the 
work everywhere of individuals or communities, living at the 
margin of subsistence, prodigal of labour, intent on adding a 
few acres either to increase the resources available to them or to 
provide for their growth in numbers. Every additional acre 
broken in from the wild, whether for cultivation or for grazing, 
meant a potential addition to their food supplies, and as the cost 
was nothing more than such time and strength as the people 
who were to benefit by its occupation could spare for the work, 
it may be said to have cost them nothing. The community 
together broke in a new furlong from the waste and added it 
to the open field, or, in enclosed districts, the individual fenced or 
walled off another few acres for closer grazing or for cultivation. 
Lawrence, writing in 1727 on the duties of a steward to his lord, 
advises him always to be on the watch to claim such reclamations | 
made by the tenants of the manor. 

When the open arable fields had gone, and the growing de- 
mands for food called for a constant extension of farming into 
the marginal lands, many open heaths and grazings were en- 
closed, by voluntary agreement or by statute, and brought under 
cultivation. This was not merely the addition of acres or even 
of fields to farms already equipped. Often it involved the creation 
of new farms. To the clearing and fencing of the land had to be 
added the cost of houses, buildings and cottages. This was work 
in which landlord and farmer shared, the new tenant being 
provided with a house and a minimum of buildings at a nominal 
rent, and as his cultivated area grew, building equipment was 


added and the rent increased. Here was quite another proposi- 
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tion. No longer was the cost limited to such manual labour as 
the working farmer could apply. Capital had to be employed, 
and capital demanded its interest; labour had to be employed, 
and labour demanded its wages. Many of these ventures in land 
reclamation, undertaken as they were when prices for farm 
produce were high and wages were low, may have justified 
themselves, considered over a term of years, in the returns on 
the capital applied to them by landlord and tenant together. 
Far more of them, probably, showed no adequate financial return 
to the landjord, nor, sometimes, even to his tenant. As Albert 
Pell wrote of the efforts of landlords to bring land under cultiva- 
tion during the years of high farming in the middle of last century 
— While the field laughs with grain, it is more than possible 
that the owner groans at the cost of its artificial fertility. Too 
often he must feel that it would have been better to have left 
the down unbroken, the copse ungrubbed, the gorse and heather 
to bloom in peace, the sullen clay undrained, the boulders where 
they lay on the moor, and the grand homestead in the architect’s 
office.” 

Land reclaimers, both landowners and farmers, undoubtedly 
had before them, during the century which ended with the 
1860's, the hope of gain, and hope often triumphed over experience. 
This date marks the end of any serious work of this kind. 
Indeed, the break in farm prices which occurred soon after 
not only made it impossible, with the knowledge and appliances 
then available, to bring in any more of the marginal land, but it 
made also considerable areas of well-equipped farming lands 
sub-marginal. In some parts of the country hundreds of acres 
may now be seen, covered with bushes or scrub forest, or some- 
times even with mature woodlands, which still show on their 
surface the ridges and furrows of former cultivation. But in the 
hill districts of England and Wales virgin land still persists in 
hundreds of thousands of acres, some of which affords summer 
grazing, and some is put to no productive use. The question 
is whether more use could be made of it by the application of 
means for its improvement which were not available to the land 
improvers of eighty years ago. Agricultural wages are fully three 
times what they were then, but labour costs may be less nowadays, 
when the ditcher with his spade is replaced by the mechanical 
digger, and the ploughman and his team have given way to the 
mechanic and his tractor. Fertilisers to-day are available in 
varieties, in quantities and at prices which were then undreamt 
of, while the author of these two books, by his work at the Welsh 
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Plant Breeding Station, himself has introduced a range of herbage 
plants adapted to the work of land improvement, all of which 
were unknown in the days of his grandfathers. 

Indeed, it was through his work on the characteristics of 
local strains of clovers and grasses, and their adaptability and 
persistence under certain conditions, that Professor Stapledon 
was led to attack the problem of land reclamation in the Welsh 
hills. He found that by a comparatively simple process, which 
consisted mainly in breaking the surface mat composed of inferior 
grasses and re-seeding with indigenous strains of more valuable 
species, a permanent improvement could be effected in the quality 
of the herbage which added immensely to its stock-carrying 
capacity. Aided by a munificent benefaction from Sir Julien 
Cahn, Professor Stapledon has been able to organise a large-scale 
demonstration of the work, while with the assistance of a grant 
from the Rt. Hon. David Lloyd George, the whole range of lands 
in Wales, potentially improvable, has been surveyed and mapped 
by the Professor and his colleagues. 

These two books are a record of the work. They demonstrate 
beyond question the great extent of land in this country on 
which production could be intensified, and they describe the 
methods by which the improvement could be made. What they 
do not demonstrate is whether such work can give a return upon 
its capital cost. “Does it pay? Can it be made to pay?” 
the author asks. And his answer is—‘‘ Economics run riot! 
There is more to the land than farming, than the extraneous 
advantages to be gained from a substantial balance at the bank. 
The land itself in its kindly responsiveness to patient and careful 
nursing, holds rewards and treasures that cannot be purchased 
with gold, or estimated by the most perfect and elaborate of 
cost accounts.”” The fact remains, however, that the work which 
he would undertake has got to be paid for, and enthusiasts who 
are prepared to lose money in the attempt to settle more farmers on 
the Welsh hills are not likely to be forthcoming in numbers which 
will make much impression on the broad acres enumerated in 
Professor Stapledon’s survey. Moreover, should private capital 
be available to-day for land improvement on any scale, it is 
likely that it could be applied to greater advantages in many 
of the lowland districts. There is much grassland, both in England 
and in Wales, already equipped with fences, houses, cottages and 
buildings, which could be improved at far less cost than his 
unequipped hillsides. 


Often the work involved could not be undertaken by the 
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private landowner, for estates are too small to justify the 
machinery equipment needed if it is to be done at least expense, 
or they are too much mixed with each other to make it possible 
to secure the unified control of a district which would be needed, 
particularly in a mountainous country of high rainfall, if opera- 
tions such as drainage and water supply are to be organised 
efficiently. But work which may for physical or for financial 
reasons be impossible to the private landowner may be worth 
the attention of the State. The labour which the self-sufficient 
farmers of past centuries spent with such prodigality to add 
a few acres to their little farms, and the capital which the land- 
owners of the eighteenth and nineteenth centuries invested 
without return, have given employment and food for the com- 
munity of a value to the State which cannot be measured. 
Professor Stapledon shows how scientific research and mechanical 
invention could be applied to-day for a great revival of land 
reclamation. But his whole case for doing something about it 


rests on the State ownership of the land. 
C. 8S. ORwIn 


Agricultural Economics Research Institute, 
Oxford. 


Le Landlord Tenant System. Essai sur la tenure du sol en 
Angleterre. By Jacques Locquin. (Paris: Librairie 
Générale de Droit et de Jurisprudence. 1936. Pp. 196.) 


It is always interesting to have the impressions of an outside 
observer upon any of our social institutions, and from this point 
of view M. Locquin’s study of the landlord and tenant system, 
a form of land tenure which has no exact parallel in any other 
country, may be welcomed. 

He begins with a brief sketch of English political history, 
a knowledge of which he rightly regards as being essential to a 
proper understanding of the nation’s agricultural history. Tracing 
rural development from pre-Roman times to the end of the in- 
closure movement, he shows how the tendency has been for the 
small owner to disappear and for land to be consolidated in large 
estates. Such asketch is necessarily compressed and the emphasis 
is sometimes misplaced. For instance, his account of the inclosure 
movement lays too much stress upon the greed of the landlords 
and gives too little credit to the work of the agricultural improvers, 
and the great increase of food production which was largely the 


result of their enterprise. 
In the second part of his book, M. Locquin describes the legal 
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and social evolution of various kinds of tenures, crystallising in 
“le fameux systeme tripartite anglais”’ by which the land is 
exploited by three partners, the landlord, the farmer and the 
agricultural labourer. He shows how the landlords have 
gradually lost their position of leadership, partly by their im- 
poverishment following the depression of the ‘eighties and the 
imposition of death duties on land; partly by the successive 
Agricultural Holdings Acts which have given the farmer more 
freedom and security; and partly by the emergence of a new type 
of landowner attracted by the social prestige of the position 
and more interested in sport than in farming. He then proceeds 
to classify farmers into the part-time smallholder; the family 
farmer, whom he regards as the backbone of the industry; the 
farmer working with his men, whom he compares to the Kulaks 
of pre-Soviet Russia; the bigger capitalists, managing but not 
engaged in manual labour, and so to the large industrial farms, 
few in number and unlikely, he thinks, to increase. 

After a full analysis of the Agricultural Holdings Acts, M. 
Locquin goes on to consider the future of the landlord and tenant 
system. He notes that the great revolution caused by the 
Agricultural Marketing Acts has left the system untouched, 
and passes to consider the alternatives. He finds no demand for 
owner occupation, rightly regarding the post-war purchases by 
farmers as evidence of abnormal conditions. The idea of getting 
landowners to co-operate in groups for the administration and 
development of their estates he thinks impracticable, though 
his further conclusion that over-production might result may 
be doubted. Finally, he comes to land nationalisation, tracing 
the growth of the idea and recognising the appearance of the 
County Councils as public landowners. But British institutions, 
he remarks, are not apt to be upset in a day. Their movements 
resemble rather the movements of glaciers, and this, he concludes, 


“nest point un mal, surtout a notre siécle.” 
C. 8S. ORWIN 


Agricultural Economics Research Institute, 
Oxford. 


The Readership of Newspapers and Periodicals in Great Britain, 
1936. Prepared by the Incorporated Society of British 
Advertisers. (Aldwych House, London, W.C.2.) 


Tus is a bulky volume of statistics prepared for the use of 
buyers of advertising space by a Committee of the above Society. 
The compilers, carefully eschewing over-emphasis, point out that 
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previous studies of the geographical and social distribution of the 
circulation of newspapers have been prepared by interested 
parties (the newspapers themselves), the results have been 
published in a form making comparisons difficult, and that the 
information is very incomplete. They might have gone further 
than that. Not long ago a certain very well-known newspaper 
distributed a memorandum, based on a sample inquiry conducted 
by their own statisticians, to sceptical purchasers of advertising 
space. Anxious to prove that their paper was read in wealthy 
homes, they claimed that in London alone it was read by a million 
families of the domestic-servant-employing class (there are in 
fact only about a million and a half in the whole country). They 
claimed that 80 per cent. of the familes in Cheltenham read the 
—— ——., leaving, as critics quickly pointed out, only 20 per cent. 
of the population of that town as readers of the , the . 
and the —— —— put together. There have been several other 
cases of this sort. 

Events of this nature have not however entirely discredited 
the use of statistics in the advertising profession. Professor 
Neyman, of University College, London, was consulted about 
the sampling method to be employed. He gave careful instruc- 
tions about the preservation of the random nature of the sample, 
which were carefully observed, and correlated the geographical 
distribution of the results obtained in this inquiry with the in- 
dependent data on geographical distribution which certain news- 
papers were able to supply. This correlation provides a satis- 
factory check on the validity of the sample. 

But besides these somewhat elementary precautions, it appears 
from internal evidence that the compilers of this report had a 
wide knowledge of statistical questions. Their various tabulations 
add up to give results which appear quite plausible in the light 
of other knowledge. 

In order that the results might be interesting to purchasers 
of advertising space, a classificaticn of readers by income was 
undertaken. It is no use advertising margarine in papers which 
circulate among readers with £1000 a year, or air-travel among 
papers which circulate among readers with £2 a week. As the 
investigator went from house to house, asking what papers were 
read in each, he had also to find out the income. Problems of 
this nature have been the bugbear of “ market investigation ”’ 
ever since it started. Many investigators are content to take 
the rateable value of the house as a measure of the occupier’s 
income. Others, such as the market research consultants of 
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one newspaper known to the reviewer, can tell the average income 
of a street just by having a look at it. 

The compilers of this report write: ‘‘ The possession of motor- 
cars, employment of servants, subscription to telephone service— 
factors such as these have a limited and decreasing value as class 
indicators.”’ Referring to the identification of any one family, 
this may be the case, though knowledge of income-distribution 
in any particular area can be obtained by combining these and 
other information. The compilers of this report use occupation 
of the head of the house as the sole measure of income. This 
method has the advantage that in the original scheduling of 
of an appropriate income to each occupation, the occupations 
can be so grouped as to give, for the country as a whole, a correct 
income-distribution. Whether this piece of (quite permissible) 
statistical jugglery was attempted I do not know. But when 
their totals are checked up nationally, it appears that their 
results are accurate up to incomes of £500 a year. Above that 
point they err—in the opposite direction td the usual mistake 
made by advertisers. They have very much underestimated the 
number of persons with incomes over £1000 a year. However, as 
they took as indicators of £1000 a year incomes certain professions 
which are probably characteristic of the reading habits of that 
class, their results will not be too seriously affected. 

A new phrase is coined—namely, the “ penetration” of a 
certain newspaper into any income class, either nationally or in 
any particular region. This is defined as the percentage of the 
total numbers of that class in the district who read that particular 
paper, either with or without other papers. To an advertiser 
desiring to “ penetrate” into a particular social class, such 
information is of the greatest commercial value. 

The information is prepared in great detail for the nine 
national daily morning newspapers and for the twelve leading 
Sunday newspapers, the analysis being both regional and by 
incomes. For the south-eastern counties an analysis is given 
of the circulation of the three London evening papers. Almost 
as full an analysis is made for all the provincial papers, in the 
districts which they serve, and a national analysis, by income 
groups, for a large number of weekly and monthly periodicals. 

In Great Britain as a whole the greatest ‘‘ penetration ’’ among 
the dailies is 18-18 per cent. by the Daily Herald, followed by 
17-82 per cent. by the Daily Express and 14-14 per cent. by the 
Daily Mail. In the income group £500—£999 the greatest penetra- 
tion is that of the Daily Mail, followed by that of the Daily 
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Telegraph, while of the persons over £1000 a year, 54 per cent. 
read The Times. The Times shares one characteristic with the 
Daily Mirror—they are neither of them read by the working- 
classes. 

The regional analyses provide a most interesting commentary 
on the habits and outlook of different areas. There are not 
many towns where the provincial morning paper overshadows the 
London papers, but in Middlesbrough, for instance, the penetra- 
tions are: Northern Echo 24 per cent., Daily Herald 15 per cent., 
Daily Mail 13 per cent., Daily Express 12 per cent. Bourne- 
mouth reads 25 per cent. Daily Express, 19 per cent. Daily Mail, 
12 per cent. Daily Herald, 11 per cent. Daily Sketch. Coventry 
reads 31 per cent. Daily Herald, 21 per cent. Daily Express, 
14 per cent. Daily Mail and 14 per cent. News-Chronicle. 

The stronghold of provincial independence is in the evening 
newspapers. Penetration figures of 60-70 per cent. are by no 
means uncommon. The most impressive example is from 
Leicester, in which city there are two local evening papers with a 
combined penetration of 98-9 per cent. ! 

These are only a minute selection from the huge array of 
facts set out in this volume. It is full of information of the 
utmost value to everyone concerned with business, politics, 
journalism, social questions, geography or advertising. 

CoLin CLARK 


Cartel Problems. An Analysis of Collective Monopolies in Europe 
with American Applications. By Kart PripraM. (Washing- 
ton: The Brookings Institution. 1936. Pp. 287. $2.50.) 


Planning under Capitalism. By A. W. Ratuer. (London: 
P. 8. King and Son. 1936. Pp. 199. 9s.) 


Dr. PriBRAM’s quick and penetrating mind has enabled him 
to write a book which will form a valuable addition to the literature 
of Cartels available in the English language. Where others, such 
as Professor Liefman, have been concerned rather with a descrip- 
tive account of their nature and functions, and others again, such 
as Professor Herman Levy, with their signs and the reasons for 
their growth, Dr. Pribram is mainly concerned with the immediate 
justifications for their existence. 

The author, after introductory chapters concerned with the 
nature of cartels, the circumstances of their formation, and the 
various categories to which they may belong, proceeds to three 
chapters concerned with cartel policy, interpretations of the 
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movement, and the economic effects of cartelization, which form 
the heart of his discussion. In the course of these chapters 
Dr. Pribram asks himself almost all the questions that an intelli- 
gent inquirer must set out to answer. How do cartel prices 
compare with competitive prices? How do cartels affect 
economic stability ? How does the efficiency of cartels compare 
with that of competing firms? How do cartels affect the rate of 
capital accumulation, and the distribution of income? These, 
and many other similar questions, are raised. But a knowledgeable 
reader will, I think, be left with a slight feeling of frustration. 
Dr. Pribram in many cases opens an important and far-reaching 
problem, and then, either because his discussion is intended for 
an audience unprepared for searching economic arguments, or 
because his own examination of the problems has not yet pene- 
trated sufficiently deeply, appears to dismiss them after a super- 
ficial or summary examination. 

Let me quote a single instance. His discussion of cartels and 
economic stability*covers only some five pages. His arguments 
are two. First, that stabilisation introduces rigidities at a 
moment when flexibility is imperative. Second, that anything 
that stabilises certain prices, must pro tanto unstabilise other 
prices. It is a real difficulty here that one’s method of discussion 
must be determined by one’s attitude to trade cycle problems. 
But whatever that may be, surely an examination of the probable 
effects of cartels on the maintenance of income and expenditure 
must be relevant and essential. 

Dr. Pribram’s book narrowly falls short of real distinction. 
Mr. Rather’s book is on a very different level. There is no 
preface to give certainty, but all internal evidence would suggest 
that it is a first book, and that the author will greatly benefit, as 
most of us have done in our time, from the experience gained in 
writing it. For the moment his work shows every sign of 
immaturity. It is largely a patchwork of quotations, selected 
somewhat indiscriminately, and in the main from secondary 
authorities. Nor does the author possess the deftness necessary 
to weave together into a literary unity the long and disparate 
extracts from other authors. His diffidence in his own views and 
his desire to rely on others take frequently the curious form of 
the attribution of statistical or other data to his secondary 
authority rather than to the original source. Thus Sir Josiah 
Stamp becomes an authority for the changing proportions of the 
population in different age-groups, Professor Clay for the total 
membership of trade unions, and Dr. Neuman for the method of 


138 THE ECONOMIC JOURNAL [MARCH 


regulating standard tonnage of districts under the Coal Mines 
Act. 

The book falls into two halves, the first theoretical, the second 
descriptive. The latter, dealing briefly with the history of 
planning of coal, electricity and agriculture, is a meritorious but 
somewhat undiscriminating compilation, savouring more of 
scissors and paste and of midnight oil than of original hard 
thinking in the field. It serves nevertheless to give a factual 
background to the earlier, and much better, part of the book. 
Here, in dealing with ideas, Mr. Rather is more at home. These 
first four chapters are in effect an examination of the thesis 
advanced by Professor Robbins in The Great Depression, that the 
causes of depression were in large measure rigidities and 
instabilities, themselves the direct outcome of policy. Mr. 
Rather’s contention is that this analysis leaves out of account 
important changes in the physical circumstances of industry 
which have been the prime causes of the rigidities in question. 
He divides these changes into those affecting demand and supply 
respectively. On the demand side he attaches most importance 
to the change in population growth, and the consequent increase 
of expenditure upon superfluities rather than necessaries, so that 
the diversification of demand is greater, and its direction more 
fickle. On the supply side, the growth of the scale of output and 
the trend of industrial technique has lengthened the period of 
production and introduced rigidities. Thus problems of industrial 
adaptation are at once more necessary and more difficult. 

Mr. Rather might here have added another, and I think, 
important, factor. Equilibrium is reached through the elimina- 
tion of resources out of an industry. This may be due to physical 
deterioration and their ultimate scrapping. It may be due to 
transfer to another industry in which anticipated quasi-rents are 
greater. The more specific is equipment, the more must depend- 
ence be placed upon physical deterioration, and the longer is the 
period of elimination likely to be, and the longer therefore the 
period of disequilibrium. In many industries equipment has in 
recent years become more specific and less versatile, so that the 
length and danger of the period of disequilibrium have been 
increased. 

Mr. Rather’s case was worth arguing. He scarcely carries 
the guns to do serious damage to such an experienced campaigner 
as Professor Robbins. In some instances his arguments do 
not, I think, hit their mark, or have been anticipated by his 
opponent. It is a book of promise rather than performance, 
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which any one interested in its subject will nevertheless read 
with profit. 
AtsTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 


Raw Materials and International Control. By H. R. G. GREAVES. 
(London: Methuen. 1936. Pp. 163. 5s.) 


Mr. GREAVES is a fervent proponent of international planning, 
and he is anxious, both on political and economic grounds, to see 
a much greater measure of organised control over the prices, 
output and distribution of raw materials in the world. He 
recommends that the World Economic Conference should be re- 
called; that raw materials such as coal, petroleum, wheat, iron 
and steel, timber, sugar, cotton, tin and rubber should be placed 
under the control of international executive boards to whom 
the governments concerned should hand over their legislative and 
administrative powers. ‘‘ The vital matter of ownership of the 
industries could be left for the governments to determine with 
regard to their own materials.” The various executive boards 
would be subordinate to a supreme international power whose 
duty it would be to co-ordinate the whole system. The difficulties 
in implementing a scheme as ambitious and vast as this are not 
minimised. Although the author believes that international 
control attained a degree of success in the last years of the war, 
he admits that “international government action has not met 
with any marked success since the war.” 

These conclusions and recommendations are preceded by, 
though hardly based upon, short accounts of the events in a 
number of raw-material markets since the war. There is little 
that is new here. Secondary sources have been relied upon, 
and much that has happened in the past two years has not been 
included. The wide field covered has led the author, perhaps 
inevitably, to accept general statements uncritically and, in 
consequence, he has not been able to avoid errors. Thus, in the 
chapter devoted to cotton, it is quite untrue that “in Japan a 
single organisation controls the buying of raw cotton, its manu- 
facture and its export ’’—there are hundreds of quite independent 
firms in the Japanese cotton industry. Without any substantia- 
tion, exaggerated claims are made for re-organisation in the British 
cotton industry. And, because the account ceases in 1934, no 
mention is made of the one important recent development in the 
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Lancashire cotton industry, the Surplus Spindles Board now in 
operation. 

The volume is, therefore, much more important as a political 
than an economic document. But, even with the political 
judgments, more evidence would have been desirable. ‘‘ There 
is a natural drive towards international producers’ monopoly.” 
“The ultimate, because the most permanent, means of winning 
the subservience of the national society, is the creation of a fascist 
state.” “It is hardly surprising that fascism should be the 
secret ideal of the business man.’’ Such views may be wrong or 
right, but, unless buttressed by facts, they are hardly likely to 


convince doubters. 
JOHN JEWKES 


University of Manchester. 


The Colonization of Western Canada: A Study of Contemporary 
Land Settlement (1896-1934). By RoBrert En@uanp, M.C., 
M.A. (London: P.S.KingandSon. 1936. Pp.341. 15s.) 

The British Immigrant, his Economic and Social Adjustment in 
Canada. By Luoyp G. Reynoups. (McGill Social Research 
Series. Toronto: Oxford University Press. 1935. Pp. xx + 
364. $3.00. London: 12s. 6d.) 

Canadian-American Industry: a Study of International Invest- 
ment. By Herpert MARSHALL, A. SoUTHARD, Jr., 
and Kennetu W.Taytor. With an Excursus on the Cana- 
dian Balance of Payments, by Frank A. Knox. (The Re- 
lations of Canada and the United States Series. New 
Haven : Yale University Press ; Toronto : The Ryerson Press ; 
for The Carnegie Endowment for International Peace. 1936. 
Pp. xv + 360. $3.00.) 

A History of the Canadian Bank of Commerce ; with an Account of 
the other Banks which now form part of its Organisation, 
Volume IIT, 1919-1930. By A. St. L. Tricer. (Toronto: 
The Canadian Bank of Commerce. 1934. Pp. xv+576.) 


TuEsE four books represent the interests that are absorbing 
the time and energy of many Canadians and some Americans. 
As such they deserve more than passing attention. It is probably 
true to say that at no time in the past have more ambitious 
programmes engaged Canadian economists and _ sociologists. 
Three separate surveys are in progress. One concerns ‘“ The 
Relations of Canada and the United States.” About thirty vol- 
umes are planned under the direction of the Carnegie Endowment 
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for International Peace. Another is the McGill Social Research 
Series, in which thirty-two volumes dealing with various aspects 
of employment and unemployment are under way. This project 
has a grant for five years from the Rockefeller Foundation. The 
third is the ‘‘ Canadian Frontiers of Settlement Series ” in nine 
volumes, undertaken by the Canadian Pioneer Problems Commit- 
tee and financed by funds from the American Social Science 
Research Council. The last project is nearing completion. Six 
of the volumes have already appeared. In the first undertaking 
only one volume and in the second only two have been published : 
so there are still about sixty-two forthcoming. 

None of the four books under review directly represents the 
work of the Canadian Pioneer Problems Committee; but Mr 
Robert England’s is a first cousin to their series. He ha. made 
use of an appreciable amount of their material, including their 
maps, and his only personal acknowledgment is to an editor of the 
series, Professor Mackintosh. Mr. England was for many years 
in the Colonisation Department of the Canadian National Rail- 
ways. Thus he has been a close and not disinterested spectator 
of the growth and flowering of the Canadian West. In the last 
few years we have read of so much distress on the drought-stricken 
prairies that it is pleasant to hear from Mr. England that the 
desert can blossom as the rose. Indeed, he is at such pains to 
defend, against ignorant and prejudiced critics, the economic, 
social and cultural virtues of various types and groups of colonists 
that he leaves a far too roseate picture. This is in sharp and un- 
explained contrast with the previously published volume of the 
Canadian Frontiers of Settlement Series on “‘ The Economic 
Problems of the Prairie Provinces.” Perhaps Mr. England’s view 
is coloured by his special familiarity with the northern, less arid, 
sections of the country, which are served by the C.N. R. Despite 
all this, there are some very informative and interesting parts 
of the book. The outline of the development of the Canadian 
West given in Chapter I could scarcely be bettered. The descrip- 
tion of the establishment and growth of the Slav, German, Dutch, 
Scandinavian and Hungarian communities, and of the encourage- 
ment and guidance given by his own department of the C. N. R.., 
show how closely and sympathetically the author has been in 
touch with them. His estimate of the revenue “ per colonist ”’ 
to the railways would be more convincing if it were based on figures 
running beyond 1931 (pp. 113-114); indeed, no date at all is 
attached to the most comprehensive statistics (p. 316). They 
make a poor basis for the defence. even from the point of view 
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of railway finance, of renewed immigration on a large scale. But 
Mr. England is never really quite clear whether he wants more 
colonists in order that they may produce more revenue or 
because they are such nice people that the more there are of 
them the nicer must the country inevitably become. 

Mr. Reynolds’ book differs greatly from that which has just 
been reviewed. The method and attitude are those of the trained 
sociologist—with all his advantages and disadvantages. Mr. 
England’s special bias is lacking ; but so, somehow, is his personal 
touch. Not that Mr. Reynolds keeps so aloof from current con- 
troversies as to refrain from condemning roundly a good deal of 
the propaganda-produced immigration of the past and almost all 
types of immigration in the future ; but the aura of statistics and 
graphs and “ case studies ” pervades the volume. It is doubtful 
whether the title of the book is justified, for although the first few 
chapters deal with general census and immigration figures, the 
majority are devoted to the experience of a none-too-large sample 
of British immigrants in the city and environs of Montreal. This 
is the one important Canadian manufacturing centre in which 
there is a minority of English-speaking among a majority of 
French-speaking workers. While their experience is of interest, 
it is dubious whether it is quite as representative as the author 
would like to believe (p. 279). However, he is clearly right in 
stressing the fact that immigration should have been regarded in 
recent years as an urban rather than a rural problem. One aspect 
of the book is irritating. This is the use of unnecessary socio- 
logical jargon. In this style we discover (to use some phrases 
noted on pp. 4, 18, 89, 136 and 208) that: An era of high spatial 
mobility has produced. a bi-racial ethnic patiern in Montreal in 
which the British immigrant’s lack of attitudinal flexibility regard- 
ing canned foods and local cuts of meat is an immediate cause of 
cultural conflict. This sort of terminology produces remarkably 
little—emotional satisfaction ! 

The book on Canadian-American Industry “is a description 
of what is often loosely called ‘the branch-plant movement.’ ”’ 
By the end of 1934 there were more than 1350 firms in Canada 
which were controlled by or affiliated with American firms. The 
index gives references to not less than 1100 firms; indicating the 
detailed and comprehensive nature of the survey. “ Almost a 
fourth of the manufacturing in Canada is done by American- 
controlled companies. ... The Americans evidently control 
more than a third of the mining output, a third of the output of 
electric power, and two-thirds of the natural gas output. But the 
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railways, telegraphs, telephones, air lines, radio, and bus lines 
are predominantly Canadian” (p. 173). The extent to which 
actual operations are left to the discretion of Canadian managers 
of course varies widely (Chapter V). The movement is not all 
in one direction. Proportionately to the countries’ populations 
the ‘direct investments ’’ of Canada in the United States are 
even greater than those of the United States in Canada (p. 175). 
This indicates that the influx of American funds into Canada is the 
result of geographical propinquity and economic factors, rather 
than a subversive economic imperialism (p. 177). Chief among the 
economic factors are tariffs (p. 201), and the desire of American 
producers to produce inside the British Empire tariff walls (p. 
202). “If the tide of Imperial self-sufficiency flows strongly, the 
inducements to establish branch plants [in Canada] for the sake 
of the export market will be strengthened” (p. 294). Large 
movements of branch-plants’ funds to and fro across the inter- 
national boundary greatly increase the difficulty of compiling 
the Canadian balance of international payments. In spite of 
filling up this gap as far as is now possible, Professor Knox is by 
no means able to balance up the international accounts. How- 
ever, as he says in his excursus, the figures at least indicate the 
direction of the movements of the items ; and we must be grateful 
to him and those who lent him assistance for the best available 
estimate. He has brought up to date Professor Viner’s work on 
the pre-war balance. 

In the first two volumes Mr. Victor Ross carried up to 1919 the 
History of the Canadian Bank of Commerce and the banks which 
it absorbed. He was greatly assisted by Mr. Trigge, until recently 
the secretary of the bank, who now, in volume three, undertakes 
to bring the story to 1930. Those who believe that “ history ”’ is 
merely a chronicle may find satisfaction in this agglomeration of 
incidents. But if any connecting thread is sought other than the 
mere passage of time, or if any evaluation of the position which a 
great Canadian bank occupies in the community is desired, then 
the reader will be disappointed. The book resembles a banker’s 
diary, recording occurrences as the days go by, rejoicing in the 
prevention of a robbery, mourning the loss of a revered director or 
a beloved official, commenting on the changing times, and ending 
appropriately enough with the latest balance sheet. Bankers will 
be interested in it. And it is perhaps ungrateful to withhold 
praise ; for the Bank of Commerce is alone among those of Canada 
in publishing an extended account of what has gone on. And 
it is a leader, too, in publishing statistics. 
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These four books indicate (and although the sample is small 
the indication is probably correct) that the emphasis of con- 
temporary Canadian economics is upon investigation and com- 
pilation rather than upon interpretation. In the final chapter of 
_ Canadian-American Industry there are some extremely interesting 

explanations and observations, but the authors themselves say, 
“The task of fully interpreting this complex movement must 
await a later time, and will no doubt employ the minds and time 
of many other students ” (p. 263). Of course facts must be pro- 
duced before they can be interpreted; and we must not belittle 
the arduous task of finding them. But the situation is not en- 
tirely witheut cause for apprehension. Post-war experience does 
seem to suggest that when large sums are spent on “‘ economic 
research’ they are likely to produce more evidence than judg- 
ment. The success of the expenditure may be measured by the 
mass of the output rather than its maturity. There is always a 
pressure to produce something tangible and, perhaps, to produce 
something respectable. In sundry times and places a surfeit of 
statistics seems to have produced a condition of constipation 
inimical to thought. It is welcome that the task of evaluation and 
interpretation has been attempted in the ‘“ Frontiers of Settle- 
ment ”’ Series, and specially successfully in volumes four and nine. 
Is it presumptuous to express the hope that the same, or even 
greater, attention will be paid to these matters in the sixty-two 


forthcoming books ? 
A. F. W. 


The University of Toronto. 


Southern India—Its Political and Economic Problems. By GILBERT 
StaterR. (London: Allenand Unwin. 1936. Pp.383. 15s.) 


Dr. SiatTeR records here the impressions and experience 
gained during his stay of nearly seven years in India (not twenty 
years, as Lord Willingdon writes in the Foreword), first as Pro- 
fessor of Economics in the University of Madras and later as 
Publicity Officer to the Government of Madras. The book 
is of exceptional interest, and should be read not so much for 
the economic and political problems it deals with (for they 
are but barely touched on) as for the picture it gives of the life 
and condition of the people of Southern India. To the sociologist 
and the anthropologist the book will have an added interest ; 
for the author shows himself to be thoroughly conversant with the 
gods and goddesses of the Hindu pantheon, and is equally at home 
in describing the habits and customs of some of the ancient 
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communities of South India, like the Nairs, Nambudiris, Syrian 
Christians and Nattukottai Chetties. Dr. Slater was perhaps 
the most outstanding sociologist in India who held a chair of 
economics. 

He came out to India at the beginning of an epoch in the study 
of economics in Indian universities and gave a new and more 
realistic turn to economic studies. His first work as Professor, 
Some South Indian Villages, was one of the earliest practical 
efforts to gain an insight into the actual economic conditions of 
the people living in the villages, who constitute the vast bulk of 
the population. The book under review gives some idea of the 
vast opportunities which the author had for studying the social 
and economic problems of South India, and of the well-merited 
esteem in which he was held. His views were sought on a number 
of pressing problems by harassed officials, whose economic equip- 
ment was extremely poor. And Dr. Slater, a man of quick per- 
ception and an impressionist ready and willing to gather ideas 
from men and things, was able to offer prompt advice on famine 
policy, adulteration of cotton, cattle improvement and the other 
questions presented to him. But those very qualities led 
occasionally to hasty conclusions, as, for instance, in his diagnosis 
of the causes of the low birth-rate in Kumbakonam and in his 
extreme under-estimate of the proportion (7.e. less than 5 per cent.) 
which land revenue bore to the gross produce of the land. 

Some of the problems raised in the book are still with us, and 
continue to be of vital concern. The problems of population, 
improvement of livestock (it is stated in one region that 150 cows 
yielded less milk than two British cows), rural hygiene and sanita- 
tion, pure water-supply and eradication of disease continue to be 
nearly as intractable. 

Dr. Slater’s estimate of the average income of the people of 
the Madras Presidency, despite the limitations of the statistics 
available to him, has not been improved upon yet. The chapter 
on labour troubles, giving the origins of trade unionism in Madras, 
is very informing, and his views on the managing agency system 
deserve to be noted. He is somewhat hard on the Tata Iron & 
Steel Company, and asks whether it was not an enterprise im- 
portant enough to have its own management. The question 
is legitimate, but it cuts at the very basis of the managing agency 
system, in which numbers of industrial companies are controlled 
by one managing agency firm. Three chapters dealing with the 
political problems of India reveal the author’s reaction to the 


events of the time. The statement, ‘“‘ It is a serious blot [in the 
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new Constitution] that under the mistaken plea of ‘ safeguards ’ 
it tightens the grip of the City of London on Indian currency and 
Indian finance. The City financiers are themselves the danger 
against which safeguards are chiefly needed,”’ coming as it does 
from an economist of Dr. Slater’s standing, provokes serious 
thought. 

A few mistakes in the book may be noted. The Moplas of 
Malabar are not toddy drinkers, and their religion forbids drink- 
ing. Syrian Christians do not have the custom of inheritance in 
the female line, only the Nairs have it. Nataraja is a Saivite 
deity, and Nandanar was a worshipper of Siva, not of Vishnu. 
Dr. Nair was not the victorious leader called by Lord Willingdon 
to form the Ministry in Madras; he was dead a few years before. 

The variety of topics covered as well as the author’s felicity 
of expression and freedom from bias will commend Southern 
India to all readers, whether in India or abroad, who take an 


interest in India’s problems. 
P. 8. LoKANATHAN 


University of Madras. 


India’s Mineral Wealth. By J. Cocety Brown. (Oxford 
University Press. 1936. Pp. 308. 15s.) 


Mr. Coacin Brown’s authoritative work on India’s Mineral 
Wealth is nominally an enlarged and up-to-date edition of his 
previous work, published in 1923. The latter followed along 
the lines laid down by Sir Thomas Holland’s Sketch of the Mineral 
Resources of India (1908). But since 1908, and even since 
1923, such great changes have occurred in what is known about 
India’s mineral resources, and in their production and utilisation— 
as is illustrated by the fact that whereas Sir Thomas Holland dealt 
with only 54 distinct products, the present work deals with no 
less than 110—that in reality much new ground is covered, Mr. 
Coggin Brown, as Superintendent of the Geological Survey of 
India, and with twenty-seven years of work in this field, has 
unrivalled qualifications for his task. He surveys, in scholarly 
fashion, the nature of India’s mineral deposits, the extent and 
methods of their production and utilisation, and the quantity 
and direction of India’s trade in minerals. The text is, moreover, 
excellently illustrated and illuminated by many maps, plates, 
graphs and tables. The work thus provides an invaluable guide 
to the whole subject. 

The author, it is true, is mainly interested in the geological, 
technical and statistical aspects of his subject, and hardly attempts 
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to tackle directly the many economic problems involved. The 
fundamental question of costs of production is barely mentioned, 
whilst the problems of labour supply, organisation, efficiency, 
earnings and costs are completely ignored. Again little is said 
about the organisation, finance and management of mining 
concerns. Nevertheless the work provides the basic facts which 
must be grasped by those interested in the promotion of the 
production and utilisation of India’s mineral resources, and 
incidentally contains many interesting suggestions as to future 
potentialities. For instance proposals are made for the more 
extensive utilisation as manures of mineral phosphates (at present 
unworked), bones (at present exported in large quantities either 
crushed or in the form of meal), basic slag from the Tata Iron and 
Steel Works, and ammonium sulphate (at present exported to 
Java, Ceylon, etc.). It is well known that the present deficiencies 
in manuring form one of the major causes of low agricultural 
yields in India, so that improvements along these- lines might 
prove of fundamental importance. It can in general be said that 
the book is one which no one interested in India’s economic 
development—whether student, business-man, or politician— 


can afford to overlook. 
VERA ANSTEY 
London School of Economics. 


. Some Trends of Modern Public Finance—With Reference to 
India. By K. V. Raxaaswamt Atyancar. (University of 
Madras, 1936. Pp. viii + 257.) 

2. Economic Conditions in Southern India (1000-1500 a.D.). 
By A. Appaporai. 2 vols. (University of Madras, 1936. 
Pp. xii + 892. Rs. 10.) 

3. The Vaishnavas of Gujarat. By N. A. THoorut. (Longmans, 

Green & Co., 1935. Pp. xvi + 489. 25s.) 

. Banking and Industrial Finance in India. By N. Das, I.C8. 
(Modern Publishing Syndicate, Calcutta. 1936. Pp. 6 +- 

257. 7s. 6d.) 


Mr. AlyanGar of the Benares Hindu University was Sir 
William Meyer lecturer in the Madras University in 1934, and 
his lectures were intended to be a contribution to the discussions 
then proceeding in connection with Indian constitutional reforms. 
The Government of India Act was passed in the summer of 1935, 
but as an examination of the financial implications of the Act 


would have involved the re-writing of many parts of the lectures 
L2 
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as actually delivered, they have now been published in their 
original form. 

Mr. Aiyangar is an economist of the orthodox school, who has 
kept himself abreast of recent currents of thought and ideas 
among economists in Europe and America and is ready and 
willing to mould his views and opinions according to the require- 
ments of modern times. It is refreshing to find that his evident 
patriotism does not prevent him from exercising a balanced 
judgment on the past history of Indian public finance or from 
ventilating suggestions for future action which run contrary to 
opinions frequently expressed by many Indian economists and 
politicians of the present day. 

In the first two lectures the author passes in rapid review how 
the effects of the War and the world depression have emphasised 
the need for a re-examination of the financial systems of modern 
States. Old conceptions such as “ taxable capacity,” “‘ equity in 
taxation’ and “financial equilibrium ” are being subjected to 
criticism and new interpretations. Fiscal reform which began 
in Europe and America before the War has been pursued with 
much greater vigour in the last twenty years. Ideals of taxation 
have undergone radical change and more recently “ National 
Planning ” has come into being, not only in communistic or totali- 
tarian states but in democratic countries like the United States, 
and proposals are forthcoming even for Great Britain. After this 
preliminary review, Mr. Aiyangar devotes himself to the problems 
that face India. His main premises are that though expenditure 
on the scale required for “ effective national development ”’ in 
India is at present not contemplated either by the Government 
or by Indian politicians, it has become urgently necessary for the 
betterment of the people of India. The author rightly points 
out that “full autonomy may not result in immediate internal 
peace as well as economic prosperity, unless its attainment follows 
or coincides with the removal of the root causes of Indian poverty, 
unrest and stagnation.” In his view economic planning must 
precede and not follow social reform and political emancipation, 
while he considers that the fiscal education of the people on such 
questions as the public debt, revenue and expenditure must 
proceed at the same pace as their political education. These 
are sentiments one does not often come across in Indian political 
or economic literature and with which one may be permitted to 
express complete accord. 

In discussing Indian financial questions, Mr. Aiyangar starts 
with the statement that in the trend of modern opinion and 
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practice, India’s public expenditure is patently inadequate. 
He quotes with approval Sir Walter Layton’s dictum that it is 
both possible and desirable to improve the economic and social 
condition of the Indian people by a substantial increase of ex- 
penditure on nation-building services and also to raise revenues for 
the purpose. The author also brings into prominence another 
defect in the public finance of India which is often overlooked. 
There is a wide disparity between governmental expenditure 
per capita between province and province, that in Bombay being 
more than five times as large as in Bihar. “ The areas in which 
there is the greatest need for improvement are just those which 
are starved.” 

In the ensuing lectures, Mr. Aiyangar examines critically 
the existing situation in India with regard to population, the 
land and agriculture, industries, irrigation, fuel supply, transport, 
and finally public health and education, and he has illuminating 
remarks on all these questions. Discussing the army expenditure, 
the lecturer significantly observes that one justification for the 
British element in the army is communal strife: ‘‘ The lesson is 
plain: the penalty for strife is economic stagnation.” On the 
subject of the Public Debt, it is interesting to note Mr. Aiyangar’s 
opinion that “In spite of the outcry against India’s being bled 
white, her potential capital is probably sufficient for her growing 
requirements.” He also repeats with approval the condemnation 
over a quarter of a century ago by Mr. Gokhale of the policy of re- 
payment of the productive debt instead of using the money for 
development. 

In the concluding chapters of his work, the author enumerates 
the principal requirements of India’s public finance and puts 
forward his own suggestions for meeting them. We are provided 
with balanced arguments in favour of and against provincial or 
federal control of revenues and expenditure, but when the author 
sets forth his own scheme of a Twenty-years Planned Develop- 
ment for the country, he expresses his view in no unhesitating 
terms: ‘‘ The pre-requisites of its success are not only continuity 
of action but unity of purpose and control. . . . Undiminished 
responsibility must therefore rest on the Central Government for 
all the efforts to be made to attain the social optimum... . 
Education, sanitation, agricultural progress and _ industrial 
development are matters of national, and not of mere provincial 
concern.” These are views which are finding acceptance in 
recent years in all countries which have had experience of federal 
ideals, but unfortunately they were not advocated by the majority 
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of Indian politicians and the contrary system has been conse- 
crated in the new Indian constitution. Whether the extensive 
powers that are being given to Indian provinces will prove of 
ultimate benefit to India as a whole only time can show. Mean- 
while the clear and valuable analysis of the situation presented 
by Mr. Aiyangar may be confidently recommended for careful 
study by all persons interested in the economic future of India. 

Mr. Appadorai’s work on Economic Conditions in Southern 
India between the eleventh and fifteenth centuries is the result 
of the researches undertaken by him for the degree of Ph.D. 
of the Madras University. Since the admirable example set 
by Mr. Moreland with his intensive and accurate studies of the 
economic conditions of India in the Muslim period, Indian 
scholars have rightly turned their attention to similar investiga- 
tions for other periods in Indian history and more particularly 
for specified regions. Such studies are specially desirable for 
Southern India, where conditions have always been very different 
from those that prevailed in other parts of the country and where 
fortunately materials in epigraphy and literature are more 
abundantly available than is at present the case elsewhere in 
India. Dr. Appadorai has made very full use of these materials 
and has not been afraid of putting forward interpretations which 
destroy or modify many theories hitherto held regarding local 
or public institutions in South India in the period under review. 
In successive chapters the author has dealt with economic life 
in the villages and in the towns, followed by a survey of industries 
and foreign trade together with an examination of State action 
in these matters and in the relief of distress. Throughout the 
work, there is evidence of patient and prolonged labour inspired 
by a true historical spirit. 

Dr. Thoothi’s study of the Vaishnavas of Gujarat is more 
ambitious in aim and scope than Dr. Appadorai’s work. 
Originally prepared as a thesis for an Oxford degree, it has 
been amplified and published in a Series which it would appear 
that the Bombay University intend to publish as Regional and 
Sociological Studies (Mainly Indian). The fertile sub-province 
of Gujarat has a population of seven and a half millions of whom 
all but a bare million are Hindus, and most Gujarat Hindus 
belong to some Vaishnava sect. Dr. Thoothi’s work is virtually 
a sociological account of Gujarat based on Census reports, district 
gazetteers and other official records and on the extensive literature 
of Gujarati supplemented by personal observation and investiga- 
tion. In the second part of the book, the author discusses in 
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general terms the methods that ought to be adopted in work of 
this nature, while in the first part most of the space is devoted 
by the writer, himself a Parsi by descent and religion, to a sympa- 
thetic and comprehensive examination of the religious and social 
organisation of the Hindu inhabitants of the region together 
with a study of the literary and artistic expression of their 
civilisation. The study of the economic organisation receives 
comparatively minor notice and is mainly based on the work of 
previous writers. 

The author of the work on “ Banking and Industrial Finance 
in India ” has chosen a topical subject with the desire to study 
it “free from all racial or political bias.”” He has provided the 
reader with an interesting account of the history of modern 
banking in India since the beginning of the nineteenth century 
and has also briefly sketched the systems of industrial finance 
in England, the United States, Germany and Japan. The sug- 
gestions made by the author regarding future action are largely 
based on the comprehensive recommendations contained in the 
Majority and Minority Reports of the Indian Banking Enquiry 
Committee of 1931. Guapys M. CHATTERJEE 


Key Economic Areas in Chinese History, as revealed in the develop- 
ment of public works for water-control. By Cu’ao-Tine Cut. 
(London: Allen and Unwin. 1936. Pp. 168. 8s. 6d.) 


China Under Depreciated Silver, 1926-1931. By Wri-Yine Liv. 
(Shanghai: Commercial Press. 1935. Pp. 230.) 


The System of Chinese Public Finance. By Lert Cnovu-Yine. 
(London: P.S. King. 1936. Pp. 256. 12s.) 


TuE first of these books is a study of Chinese economic history. 
Using the great resources of the Congressional Library at 
Washington, Dr. Chi has analysed the influence of public 
expenditure for water control, both for transport and for 
irrigation, upon the development of what he calls “‘ key economic 
areas.” The vast riches of documentation open to an economic 
historian in China stagger the imagination. China has been a 
civilised community, with learned officials gravely jotting sage 
observations on current events, for many centuries. Dr. Chi 
reproduces from sixteenth-century gazetteers maps and diagrams 
of irrigation canals and drainage systems that are in operation 
to-day. From the same gazetteers he compiles statistics of 
references to public works in various areas at different epochs. 
The importance of these works is roughly measured by the 
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number of times references to it appear in various districts. 
In this way a most interesting and illuminating statistical picture 
is presented of the way in which public expenditure has been 
concentrated first on one home base and then on another under 
different dynasties. Dr. Chi, in a preface somewhat needlessly 
dialectic in style, presents very modest claims for his study, which, 
however, is an excellent example of the enrichment of economic 
history likely to result from the use of Chinese sources by well- 
trained modern scholars. The thesis, broadly stated, is that 
governments used public works to increase productivity in their 
home territory and facilitate the transport of taxes in kind (mainly 
grain); and that this built up “ key economic areas ”’ at different 
periods. Sometimes the public works were overdone, and 
financial difficulties resulted in the subsequent decline of the 
‘“‘ key economic area.’”’ In other cases control passed to a rival 
area by revolution or transfer of the seat of government. Dr. Chi 
denies the relevance of his thesis to modern conditions, but as a 
historical study of the background of modern conditions the book 
is illuminating. It is attractively written, and gives considerable 
insight into many aspects of Chinese economic life. 

The second volume is devoted to modern conditions. Dr. Lin 
is an expert attached to the National Economic Council. His 
book is an essay in economic analysis and verification. Much 
of its topical interest has disappeared because of delay in 
publication, but as a study in economic verification, it is very 
useful. The main body of the book consists of a competent 
description of the factors affecting the price of silver and an 
analysis of the effects of a depreciating silver currency upon 
Chinese foreign trade in the years 1926-31. The author is 
obviously familiar with the literature and statistical material, 
he handles his statistics with skill (and with the caution they 
need) and his analysis is convincing. The result is a neat and 
compact study of the silver question and of the effects of a 
depreciating currency upon imports and exports. Incidentally 
it is a demonstration that the National Economic Council of China 
has at its command the services of very competent economists. 

The third volume has little interest for economists. It is a 
student thesis on financial administration, the greater part of 
which is devoted to somewhat sketchy descriptions of various 
aspects of the financial systems in England, France, Germany, 
the United States, Italy, Russia with brief and somewhat 
aurealistic comments upon the situation in China. 

J. B. CONDLIFFE 
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Mr. Keynes and the Labour Movement. By A. L. Rowse. (Mac- 
millan. 1936. Pp. 68. 2s. 6d.) 


IT is nice to say: ‘I told youso”’; and Mr. Rowse, who has 
written this booklet to say just that, clearly enjoys this pleasure 
very much indeed. 

His theme is, simply, that the practical policies which the 
theories elaborated by Mr. Keynes in his General Theory of 
Employment, Interest and Money would seem to demand are just 
those which have long been put forward by the Labour Party. 
There is, therefore, no reason, in the author’s view, why Mr. 
Keynes should not now join the Labour Party. On the con- 
trary, Mr. Keynes with the support of an organised Movement 
behind him would be twice as effective in spreading his ideas as 
Mr. Keynes working alone, dependent on the unaided efforts of 
his own voice and pen. (At one point in his book, Mr. Rowse 
deplores the damage done to the Labour Party by “ brilliant 
individualists ’’ such as Mr. Bernard Shaw, Mr. Colé, Mr. Laski, 
or Mr. Brailsford, who constitute themselves the spokesmen of 
Labour policy: Mr. Keynes, however, is apparently judged 
innocent of such embarrassingly wayward individualism, and 
may be welcomed without hesitation to the fold.) 

On the merits of Mr. Rowse’s central thesis there is little 
room for dispute. The latest Keynesian analysis does indeed 
justify, from the point of view of maximising employment, such 
policies as redistribution of income, programmes of public works, 
spending rather than hoarding, and in general all the multifarious 
proposals which originate in the hitherto heretical doctrine that 
unemployment and depression are due to lack of purchasing 
power in the pockets of the people; that is to say, it does justify 
the typical short-term Labour programme, at least in certain 
stages of the trade cycle. And if the Labour Party does not 
come in for explicit commendation in Mr. Keynes’ pages, some 
of its most doughty theoreticians most emphatically do—con- 
spicuous amongst them being the gallant veteran J. A. Hobson. 

As regards more radical policies, the course of true love 
which Mr. Rowse charts for Mr. Keynes and the Labour Move- 
ment does not look like running so smoothly. Mr. Keynes, as 
all his readers know, does not care much about socialisation for 
the sake of socialisation. He does not mind so much who are 
the owners of capital so long as that capital becomes eventually 
so abundant that mere ownership ceases to be a privilege worth 
paying for. The Labour Party, on the other hand, is firmly 
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wedded to a policy of rapidly increasing public ownership. Mr. 
Rowse is disposed to minimise this difference; but in this it is 
very doubtful how far he would carry his fellow-members of the 
Party with him. Mr. Keynes’ prescription for the ‘“ euthanasia 
of the rentier ’’ would appear to call for a measure of gradualism 
that might exhaust the patience even of socialists born in the 
Webb tradition and schooled in the discipline of Transport 
House. 

Mr. Rowse’s only serious dispute with Mr. Keynes relates to 
the latter’s faith that in the end it is ideas, not interests, which 
prevail and change the face of the world. Mr. Rowse introduces 
a little Marxist realism to damp Mr. Keynes’ nineteenth-century 
optimism. What he has to say here is familiar enough. It is 
not ideas, but money, that talks; not programmes, but those 
who pay for them, that are the realities of politics. Mr. Rowse, 
though a professional purveyor of ideas, does not (like Mr. 
Keynes) believe that if he is right he will win; but this does not 
deter him from adjuring all who share Mr. Keynes’ opinions to 
push on with the good work of “ persuading the intelligent, the 
young men in the universities, in the civil service, in the banks, 
and in administration.” 

BaRBARA WOOTTON 


Karl Marx: Man and Fighter. By B. NicoLarEvsky and 
O. MarEncHEN-HELFEN. (Methuen. 1936. Pp. 391. 12s. 
6d.) 


Marx has been the victim of innumerable bad biographies, 
most of them small, scrappy and popular in character, but some 
of them portentous, dull and more or less idiotic. But at last 
we are becoming more adequately provided for. In addition 
to Mehring’s standard Life, the foundation for all subsequent 
study of the subject, we have recently been given Mr. E. H. 
Carr’s sprightly and informative biography; and now comes this 
one which is in many ways an excellent piece of work, throwing 
light on various obscure passages in Marx’s career and displaying 
a very intelligent and satisfying attitude to the subject as a whole. 
Perhaps it will not be thought reactionary, from the standpoint 
of historical scholarship, to observe that we now have about 
enough. 

The authors of this book, as its sub-title indicates, are con- 
cerned with Marx’s practical life in action; we are therefore 
spared the load of inferior theorising which is the bane of so 
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much Marxist biography. Marx, when once asked what his 
idea of happiness was, replied, “To fight”; and this is the life 
of the revolutionary, rather than of the gelehrte, the habitué 
of the British Museum for so many years. As such, it is based 
on a good deal of new material, much of it from old newspapers 
and periodicals, some from the archives of the German Social- 
Democratic Party, some from the state-archives at Berlin- 
Dahlem and at Dresden, and a few from the British Foreign 
Office. 

The result is a work which makes Marx’s life more intelligible 
than any other biography I know. We are given an excellent 
account of his early life in Trier, about which there has not been 
much information hitherto—that pleasant town where the Marx 
family lived in the charming rococo house (now temporarily in 
possession of the Nazis) in the Johannistrasse, from the corner of 
which you see the red cliffs of the Moselle. There is a good 
account of Marx’s student years at Bonn and Berlin; it is evident 
that he was the reverse of a bookworm, and his university career 
was not distinguished, any more than his school-years. It was 
marked more by combativeness, self-assertion, independence of 
nind, early maturity; though apt to be wild, and certainly 
undisciplined, he had tremendous powers of concentration upon 
work he chose. He was always bent on taking his own path, 
and to what an extraordinary fate it led him! He who could have 
had a quite prosperous and successful career, as his mother hoped, 
as lawyer or Prussian bureaucrat, was led into exile and the 
miseries of poverty, and afterwards this immense posthumous 
fame covering the globe as no other nineteenth-century reputation, 
not even Darwin’s, and of ail the greater significance as the 
twentieth century progresses. 

The chapters dealing with the revolutionary years before and 
after 1848, the crux of the century, are particularly full and excel- 
lent. This is as it should be, for they were of decisive importance 
in Marx’s life. The account of the first International and of 
Marx’s attitude to the Franco-Prussian War (how prescient it 
proved to be!) and to the Paris Commune, is clear and cogent. 
Two-thirds of the book are taken up roughly with the first half 
of his life; all the English half of it, from 1849 to 1883, is dealt 
with in nothing like such detail. There is only one chapter, 
for example, into which all the last ten years are huddled up. 
Perhaps this is the less to be regretted, since it serves to rectify 
previous perspectives, though English readers might like to hear 
more about his English circle. More has been known about 
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that, however, and it is more important to have 1848 dealt with 
fully and intelligibly. 

The book has been so well translated that it reads as if it 
were originally written in English. There are a few slips of no 
particular importance, as, for example on p. 221, where the 
‘ Prince Regent ’ is referred to where it is obvious that the ‘ Prince 


Consort ’ is meant. 
A. L. Rowse 


All Souls College, 
Oxford. 


NOTES AND MEMORANDA 


LIQUIDITY-PREMIUM AND THE THEORY OF VALUE 


1. Dr. Hicks’ account ! of Mr. Keynes’ theory of the rate of 
interest may be summarised as follows: Dr. Hicks agrees with 
Mr. Keynes (and with Wicksell) that the rate of interest is not the 
reward or price of consumers’ savings, but is the reward paid to 
money-owners for parting with liquidity. He accordingly further 
agrees with Mr. Keynes in abandoning Say’s Law. But he then 
proceeds to identify Mr. Keynes’ doctrine of liquidity-preference 
with the view that the rate of interest is still a price determined 
by conditions of supply and demand at the margin (of “ produc- 
tion ”)—namely, the price of new money-loans sold in exchange for 
free money. Dr. Hicks goes on to infer that there is nothing very 
revolutionary in the new doctrine, since the rate of interest must 
still automatically adjust itself so as to equate the demand and 
the supply of money and new loans, and these two factors are 
uniquely determined by the equations of supply and demand for 
commodities and services. The novelty, on this view, is merely 
that the supply of loans is no longer identified with the supply of 
savings. 

But it would not seem that Mr. Keynes’ doctrine of liquidity- 
preference can be correctly re-stated in any such form. On the 
contrary, it surely implies that the rate of interest is an inde- 
pendent variable in the scheme of economic causation. Not, of 
course, that it does not react with commodity-prices; but that it 
is independent in the sense that it cannot be inferred from them. 

For it is an essential part of Mr. Keynes’ theory of interest 
that the rate of interest—better envisaged as a simple function 
of the money-price of a monetary asset (a negotiable money-debt 
not payable at sight)—is not causally determined by the condi- 
tions of supply and demand (for new loans) at the margin. Rather 
are the demand and supply schedules for new loans determined by 
the value set by the market on existing loans (of similar types). 
That is to say, psychologically-determined changes in the latter 
influence largely, though they do not wholly determine, the 
former. More strictly, each reacts on the other in such a way that 
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the price of new loans and of the pre-existing loans is, as of course 
it must be, the same. Since in most cases the volume of existing 
loans of any one type is large compared to the volume of new 
loans of that type (if any) being created in any short period, the 
influence of expectations about the value of existing loans is 
usually the preponderating causal factor in determining the 
common price. This at least is the case in regard to long-term 
loans. But in the case of all loans both factors exist, and neither 
is determinable from a knowledge of the other (perhaps it would be 
more correct to say that the supply and demand conditions for a 
new loan cannot be known unless the factors influencing the price 
of the existing similar securities are known, but that this know- 
ledge is not sufficient). Moreover, the price of the existing loans 
can of course change (to any extent, in theory) without any new 
similar flotations occurring; and, if opinion is unanimous, it can 
change (without limit) without any actual exchange or movement 
of money. Thus the volume of money is not a directly deter- 
mining factor of such prices—nor of any prices, by an obvious 
extension of the argument (see paragraph 4 below). 

2. Dr. Hicks begins with the following premiss: ‘‘ Over any 
short period, the difference between the value of the things an 
individual acquires (including money) and the value of the things 
he gives up (including money) must, apart from gifts, equal the 
changes in his net debt—his borrowing and lending.” This is 
then generalised, by addition, for the whole of the community. 

But what is meant here by a “short period”? Clearly not 
any finite period. For any period long enough for the individual 
to be able to carry out any transactions at all is long enough for 
expectations, and hence the market-price of his assets of any kind, 
to change during the period. But the possibility of any such 
change while his debts remain fixed invalidates the arithmetic of 
the premiss. The difference between a long and a short period in 
this respect is merely quantitative; smaller changes in expecta- 
tions and prices may be supposed to take place within the duration 
of a shorter period. Smaller, that is to say, absolutely—not 
necessarily smaller relatively to the transactions. But this last 
consideration invalidates the premiss, and with it the argument. 

For it is not possible to interpret the argument as relating to a 
limit in the mathematical sense. Obviously, the limit, as the 
period diminishes indefinitely, of the difference between the net 
growth of a man’s assets and that of his indebtedness is zero, for 
so is that of each of these quantities. But to validate Dr. Hicks’ 
argument it would be necessary to show that the limit of the ratio 


1937] LIQUIDITY-PREMIUM AND THE THEORY OF VALUE 159 


of this difference to the amount of either net growth was zero. 
And this is obviously not true in general. For if it were, no one 
could grow any richer or poorer! And the aggregate value of the 
community’s assets (apart from changes in its foreign balance) 
could not change! Possibly it might be argued that Say’s Law 
would be a validating assumption for the proposition relating to 
the community as a whole (not for that about the individual) ; 
or alternatively some proposition to the general effect that in the 
aggregate the difference between consumers’ savings and their 
loans was always exactly balanced by entrepreneurs’ loans from 
banks. For either assumption involves a constant aggregate of 
production. But this line of thought is unprofitable. The whole 
argument based upon the distinction between an absolutely 
“ determined ” short period in which expectations do not change 
at all and an undetermined long period in which they do is 
illegitimate. In paragraph 4 below an attempt is made to state 
the sort of assumption in regard to stability of expectations and 
values in the short period which Mr. Keynes’ analysis really calls 
for. It suffices here to point out that it cannot be an assumption 
of the absolute constancy of expectations in any period, however 
short, or in the limit. But the real point, to which we now 
return, is Mr. Keynes’ distinction, referred to in paragraph 1 
above, between the conditions affecting old loans and new loans 
respectively. For this distinction is vital to his theory of the rate 
of interest. 

3. Now, if Mr. Keynes’ views as set out above be accepted, 
it would seem that the considerations governing the prices of 
monetary assets must also, pro tanto, apply to determine the prices 
of other durable assets. For the latter have, as Mr. Keynes puts 
it, “monetary attributes” in a varying degree. A kind of 
liquidity-premium attaches to them also. They, as well as 
money and monetary assets, have a value to hold for future 
exchange (7.e. for security or for speculation), causally independent 
of their value in present exchange, and determined by, and 
varying with, expectations ; so that, since the prices of existing 
(held or exchanged) assets and of newly produced assets of the 
same kind must be equal, both must be influenced by these 
expectations. The liquidity-premium attaching to a particular 
kind of durable asset may be negligibly small—in particular, this 
will be the case, obviously, for goods of short life (including indirect 
services) and for other goods with a high elasticity of supply or 
substitution. But there seems no reason to suppose that it is at all 
negligible in the case of many durable goods, especially ‘“ con- 
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sumers’ capital”? goods, such as houses,’ which are not easily 
substitutable and which take a long time to produce. And in 
such cases the expectations governing the degree of liquidity- 
premium attaching at any given time to the existing stock of 
goods of the type in question (relatively to money) will influence 
the supply and demand schedules for new goods of the same type, 
the two reacting, just as in the case of loans, so as to produce the 
necessary equality of price between the old and the new goods. 
Thus it would seem that Mr. Keynes’ doctrine of liquidity- 
preference really involves a generalisation of the classical (mar- 
ginal) theory of value.? For, as usually stated, the marginal 
theory of value does not seem to distinguish clearly between 
exchange of existing assets (at the margin of exchange) and 
production of new assets (at the margin of production). This 
may well have come about from the fact that the theory of value 
has been developed in relation to non-monetary assets, most of 
which (at least in a community with an established monetary 
system) have so little liquidity-premium relatively to money and 
monetary assets that their liquidity-premium makes no material 
difference in practice. As soon, however, as the attempt is made 
to extend the marginal theory to cover the value of monetary 
assets, the difference becomes material; hence it is natural that a 


1 And motor-cars. If the degree of liquidity-premium attaching to existing 
cars does not materially affect the demand for new cars, the firm which advertises 
“You buy a car; you invest in (our brand of car)’ is wasting its money. This 
is true, even though a car loses part of its value at once on its first retail sale. 

2 | think that the classical theory is sometimes stated in a form which involves 
the logical fallacy that if two quantities (to wit, the prices of new and existing 
assets of some one type) are necessarily equal, one must causally determine the 
other. All that follows, of course, is that there must be some relation between the 
two sets of determining forces of a kind which ensures the equality of their respec- 
tive results. At least, this fallacy seems to be involved if the theory of value is 
stated in the form of equations of exchange (these assume by implication that the 
exchange of existing assets causally determines the conditions of production of 
new assets). Alternatively, the marginal theory can be put in terms of the 
conditions of production (of new assets) in such a way as to assume tacitly that 
these conditions of production determine the conditions of exchange of the 
existing assets. The reader will recall the analogous fallacy, exposed by Mr. 
Keynes, based on the necessary equality of the rate of interest and the marginal 
efficiency of capital, neither of which determines the other (General Theory, 
p. 184). In the latter case, the overlooked variable factor common to both sets 
of forces which adjusts itself so as to secure the equality of their results is the level 
of incomes; in the former case, it is ‘‘ the ”’ level of prices, or, more strictly, the 
complex of relevant price-levels—see paragraph 5 below. Thus the object and 
the effect of the generalisation of the theory of value would be to take into account 
the effects on the values of durable assets of liquidity-premium—or, in other words, 
to take into account the effects on values of monetary phenomena, which, if the 
argument of paragraph 9 (i) below be sound, are always present in a capitalist 
economy. 
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satisfactory theory of the price of monetary assets (7.e. of the rate 
of interest) could not be developed until the generalisation to take 
into account liquidity-premium was made (by Mr. Keynes). 
For the practical difference between the generalised and the 
classical theory of value is, on the view suggested, most important 
in the case of monetary assets (especially long-term ones, to the 
causal determination of the price of which marginal-production 
theory is hardly applicable at all), quite material in the case of 
durable goods of low elasticities of production and substitution, 
and negligible in the case of services and of goods of short life, 
easy substitutability or easy to produce with relatively small 
employment of labour. 

Nevertheless, it would seem that it is essential to take liquidity 
into account in order to discuss any money prices. For even if 
certain assets have so little liquidity-premium that changes 
in it do not affect their money-prices, variations in the (large) 
liquidity-premium of money will do so—operating of course on 
the conditions of new production of the assets. Strictly, 
liquidity-premiums, like exchange-value itself, is a purely relative 
conception. What varies absolutely is the net balance in the 
minds of wealth-owners between the conflicting desires to retain 
purchasing-power (in any form) and to exercise it. 

4. Any quantity of money, however small, will in theory 
support any prices, however high, provided it circulates fast 
enough. And any quantity of money, however large, is consistent 
with zero prices, provided it does not circulate at all, or with 
indefinitely low prices if it circulates slowly enough. Thus the 
limitations, whatever they may be,! of the stock of money cannot 
suffice to prevent expectations from raising (or lowering) the 
money-prices of all durable goods and assets (not, of course, 
equally) without limit of speed—that is to say, to an arbitrary 
extent even in the shortest period. Since in fact money-values 
do not fluctuate wildly in the short period (save in abnormal 
conditions with which we are not here concerned), they must be 
kept reasonably stable by some characteristic of our real world 
of which a realistic theory of prices must take account. It 
would seem that this characteristic must be either a conventionality 
of outlook causing stability of expectations as to the money- 
prices of durable assets of certain kinds, or else the conventional 
maintenance of some degree of stability of the money-price of the 

1 It makes no difference to the argument whether the volume of money is 
determined by conscious management, by unconscious management, or (if it be 


an alternative) “‘ automatically.” 
No. 185,—voL, XLvII. M 
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only other exchangeable value, viz. labour—that is to say, a 
conventionally stable wage-unit. The customary factors limiting 
the velocity of circulation of money, operating in conjunction 
with the limitations imposed by monetary policy and the con- 
ventions of banking practice on the volume of money, also play a 
stabilising part, but only in so far as diversity of opinion causes 
actual exchange to occur. Perhaps economic (price-) stability 
really depends on the prevalence of custom in regard to price- 
offers among the majority who all “‘ think ” alike, combined with 
the prevalence of a divergency of views among the minority who 
think for (literally, for) themselves. 

Indeed, it is obvious that, since the quantity of money does 
not determine “the ”’—or rather, any—price-level, no prices 
would be determinate at all, unless at least one money-value— 
the price of something—were determined by habit or convention. 
But it is also obvious that there is nothing of which the price is 
absolutely determined by convention, even in the shortest period. 
Thus (i) since prices are, in practice, pretty definite, there must be 
in the real world some actual conventional habit or habits keeping 
them so, and (ii) some money-price (or index-number) must be 
assumed in economic theory to be stable in the short period, if any 
quantitative proposition of theoretical economics is to be laid 
down. And if the proposition is to be approximately true (which 
is the best we can hope for in an undetermined and shifting price- 
world), we must select our “convention of short-term price- 
stability’ with an eye to the facts. Different conventions will 
give different theories. But they will not all be equally useful. 
Moreover, while, in order to theorise logically about prices at all— 
in order to make dynamic economics possible—we must have some 
“convention of price-stability,’ there is no need to assume, 
contrary to the evidence of the facts and without the faintest 
warrant in logic, that in the real world there is some price (or 
price-level) which always remains absolutely constant in the short 
period. All that is necessary is to find a ‘‘ valuable ’’—single or 
composite—the money-price of which is in fact nearly enough 
constant—or likely to be so—throughout the period we are 
considering, to be assumed constant for the purpose of theorising 
without introducing an error large enough to take us outside the 
order of accuracy we aim at. Other prices are then “ deter- 
mined ”—nearly enough—in this period by the reaction of supply 
and demand in new production on the one hand andof psychological 
revaluations of existing assets on the other hand. Or, alter- 
natively, we could confine our theoretical predictions to a period 
short enough for the price of the chosen valuable to remain 
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sufficiently nearly constant within it to secure the desired degree 
of accuracy. But, in any event, the choice of this valuable, or 
index-number—the convention of price-stability—constitutes an 
assumption, a fundamental assumption, essential to any dynamic 
economics. Theories of economic dynamics which make no such 
assumption explicitly, conceal one implicitly. Surely, the 
assumption is best dragged into the light of day, where it can be 
examined on its merits.1 For the best assumption would be the 
one which conformed most closely to the relevant facts of the 
history of prices. 

5. The point can perhaps be made clearer by means of the 
following example, which I have made, for the sake of clarity, so 
simple and so extreme as to be absurd if taken literally. Imagine 
the community, during a given short period, to be all asleep, so 
that in this period neither exchange nor new production takes 
place, and prices must be supposed to remain where they were 
when business closed down the previous evening. Suppose that, 
on waking up the next morning and resuming business, all wealth- 
owners find that a fit of optimism about the (prospective) price of 
residential house-property has come over them. (I have taken 
this particular asset as typical of an asset having a high degree of 
durability, a long period of production and a low degree of 
substitutability, and am ignoring the complications due to the 
existence of various types of residential houses, selling at different 
prices and more or less inter-substitutable; that is to say, we 
assume only one kind of house available to live in or to deal in or 
to build.) Immediately the normal exchange of residential house- 
property resumes in the morning, there will be a sellers’ market 
and the price will rise sharply. If we further assume the increase 
in liquidity-premium attaching to houses owing to the mental 
revaluations of owners and potential owners to be equal in all 
cases—that is, the change in opinion to be unanimous—no more 
and no less buying and selling will take place than on the day 
before. (More money will be required, other things being equal, 
to finance this volume of trade in houses at the higher price-level ; 
we assume ” this to be forthcoming to all who want to deal, e.g. 

1 And to avoid futile controversy about the relative validity of theories based 
on different conventions of price-stability. 

2 Tt is important to note that this assumption is not essential to the argument, 
but is introduced merely to simplify the illustration. Exactly the same conclusion 
as to the indeterminacy of the price of houses follows, on any of the only possible 
alternative assumptions, viz. (a) that the volume of money is kept constant, or 
(b) that the volume of money diminishes, or (c) that the volume of money increases, 
but by a different amount from that postulated in the example; but the working- 
out in these cases is more complicated. Similarly, if the bears prevail, so that the 


price of houses initially falls, 
M2 
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out of bank-loans.) If opinion is not unanimous, additional 
exchange of houses between the “ bulls’ and the “ bears ”’ will 
take place and will settle the price, but not in general at its former 
level; we assume, for the sake of the example, that the bulls 
preponderate, so that the price rises, the necessary money for the 
dealing, as before, being forthcoming. House-buwilding will, of 
course, have become an abnormally profitable occupation; and 
in time the diversion of resources to this industry will come into 
play and will tend to readjust the relative prices of houses and of 
other assets and people’s expectations about them towards their 
former levels. But before it can do so completely, in general 
further (similar or opposite) spontaneous changes in the liquidity- 
premiums attaching to the existing houses will have taken place ; 
obviously the physical production of new houses can never take 
place fast enough for its effect on prices to catch up with people’s 
purely mental revaluations of existing ones. For the latter operate 
without any time-lag at all. Of course, in practice, the possibility 
or prospect of new production bringing down again the money- 
price of houses is present to people’s minds, and operates to 
diminish optimism or to cause a wave of optimism to be followed 
by a wave of pessimism. (It is essential to the argument that 
people think in terms of money-prices—a justification for this as 
a general assumption has been attempted in paragraph 9 (i) 
below.) But there is in fact no reason why new building should 
ever bring down the money-price of houses at all; if the price of 
building materials and/or labour is rising rapidly, the new produc- 
tion of houses may operate to reduce their relative price only, the 
prices of other valuables rising to the necessary degree—or, of 
course, intermediately to any extent. Or again, all prices may 
fall, that of houses more than others; or all prices may rise, that 
of houses less than others. The course of the actual money-price 
of houses is thus quite indeterminate, even in the shortest period, 
unless we know the course of the money-price of some one single or 
composite valuable (e.g. labour)—.e. unless we have a “ convention 
of stability.”” And, even so, the relative price, and therefore in spite 
of the convention of stability, the actual price of houses is still not 
precisely determined ; it remains indeterminate to the extent to which 
it may be influenced by unknown changes in liquidity-preferences. 
This holds even in the shortest period. 

Moreover, the whole argument is valid, pro tanto, for any durable 
asset (whether goods, monetary assets or equities), and thus for all 
prices. In the case of an increase in the liquidity-premium 
attaching to an investment-good (a durable asset used in produc- 
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tion), the resulting increase in price is causally distinguishable 
from an increase in price of the kind due to anticipations of a 
better return from the ultimate product obtained from the invest- 
ment-good when it is used in production. A familiar actual 
example of the former is the rise in price of individually-owned 
cotton-mills in Lancashire during the post-war boom, which was 
of course largely due to high price-offers by both buyers and sellers, 
who were not much, if at all, influenced by their expectations 
about the price of cotton goods, but wanted the mills to hold for 
re-sale at a higher price later. The reader can make the necessary 
modification of the argument for the case of a downward revalu- 
ation (a fall in the net liquidity-premium attaching to the stock 
of some durable asset). The two cases are not quite, but are suffi- 
ciently, parallel. 

6. It would seem, therefore, not to be the case that competition 
(even if perfect) would secure, even in the long run, an equality be- 
tween selling-priceand money-cost in new productionat the margin 
(and this, not merely because some part of the money-cost will 
have been fixed in money by contract); business decisions are 
supposed to be made, and accounts are in fact prepared, on the 
assumption that it would, which is not at all the same thing. And 
this is not because of “inflation ” or “ deflation ’’ (changes “‘ on 
the side of money ’’)—a theoretically invalid,! though sometimes 
descriptively useful, conception. It comes about through the 
continuous revaluation of the money-price of existing assets by the 
market, due to changes in psychological expectations—revalua- 
tions influenced, it is true, by the marginal conditions of supply 
and demand for new similar assets, but never wholly governed or 
causally “determined ” by them, save in the hypothetical limiting 
case of assets of infinitely high elasticity of supply or of sub- 
stitution. 

7. Mr. Keynes suggests that the best convention of price- 
stability in the short term may perhaps be the assumption that 
the level of money-wages (the money-price of labour) is approxi- 
mately constant. There can be urged in support of this two 
converging considerations. In the first place, everyone knows the 
enormous resistance to either rises or falls in money-wages—a 
resistance based surely on real conventions, firmly established both 
among employers and employed, and governing their offers, that 
rapid changes in money-wages are undesirable, and wide fluctua- 
tions from the conventional norm in some way “ unjust ”’ to one 
party or the other. Thus the conflicting forces making respec- 

1 Vide Keynes, Treatise on Money, Vol. I, pp. 85-88. 
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tively for higher and lower money-payments to labour may 
perhaps often be kept within bounds by conventional feeling 
weakening them materially as soon as one side or the other has 
secured any perceptible change. And, on the other hand, since 
(so long as wage-earners are not owned as slaves by their 
employers) labour carries no liquidity-premium at all, its money- 
value is not liable to be directly disturbed by psychological changes 
in liquidity-premiums. But the matter is surely one, not for 
theorising, but for practical investigation. Nevertheless, it does 
seem to be theoretically relevant that, if the above argument be 
correct, some convention of stability is necessary to any dynamic 
theory. 

8. Moreover, it would seem to follow that there can be no such 
thing as long-period dynamic economic theory, failing the (most 
unlikely) discovery of a plausible long-term convention of price- 
stability. It is perhaps now being generally realised that such 
long-term dynamic theories as there are conceal unplausible ones. 
It is not unnatural that those who forecast the future in algebra 
or geometry should be chastened by hard fact more slowly than 
_ those who have to forecast it in arithmetic. Nor is the conclusion 
that the search for laws to enable us to predict economic events 
far ahead, like eclipses, must be given up, so surprising—not to 
say nihilistic—as it may seem (to some economists) at first sight. 
For in the past, in long periods prices have in fact moved all over 
the place. The inference that there is no reason to believe in the 
probable indefinite recurrence of a regular cycle of price-fluctua- 
tions is less generally accepted, but seems to follow from Mr. 
Keynes’ conclusions. There is, of course, equally no reason to 
believe in any regular progress of prices upwards. The subject 
is just one in which, if Mr. Keynes is right, theoretical forecasts 
cannot be made. 

9. The argument may be summarised as follows (the summary 
form is unavoidably dogmatic) :— 

(i) All exchange values are relative (ratios). If all the 
possible sets of values in a community are to be comparable 
numerically, there must be a money of account—a common 
denominator to which the ratios are reducible. In a capitalist 
community—that is to say, one in which some people employ 
hired labour for future profit—people will also hold durable assets 
for future security. Even if there is no legal tender money, assets 


1 Some economists may prefer this proposition to be put in the form that time 
in long-period economic theory is not real or “ clock ”’ time, but a mathematical 
parameter. 
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so held—whether goods or paper claims—will possess liquidity- 
premium ; and some claims and/or other assets will come to oust 
other assets (largely but not entirely) for the purpose of liquid 
holdings. We then have, in all essentials for the purpose of a 
theory of value, a monetary economy. The existence of an asset 
carrying legal tender privilege is not essential to this—only a 
wide acceptance in practice of some “ currency ”’ or “ currencies.” 
The generally accepted claims or goods will modify the values which 
they are used to measure and are already real money for the 
purpose of the theory of value. Thus the text-book conception 
of a barter or non-monetary economy has no place in a discussion 
of value. The theory of value in a capitalist economy is the 
theory of money-prices. 

(ii) All goods or other assets (with negligible exceptions) 
which are durable enough to be exchanged at all (this generally 
involves some storage) have also a value to hold (liquidity- 
premium). This value, like all values, is assessed relatively to 
other values—to the value in this respect of other goods, money, 
etc., and its value in relation to money influences price. The 
element of holding-value relatively to money is negligible as an 
influence on exchange value—as a price-determinant—in the case 
of short-lived goods or of other goods with a high elasticity of 
production or of substitution, but not necessarily so in the case of 
all goods. It is especially important as the determinant of price 
in the case of monetary assets (money-debts). 

(iii) The value to hold of the existing stocks of any durable 
asset (whether relative to money or to any other durable asset) may 
increase or diminish without theoretical limit in any period, 
however short, on account of changes in (psychological) expecta- 
tions. If the exchange value relatively to money, i.e. the price, 
of some particular kind of durable goods increases in this way, then 
in time, depending on the elasticities of production and substitu- 
tion, a counterbalancing factor, due to new production, will come 
into play. (In the case of a decrease of value, the factor of 
scrapping or wearing out comes into play sooner or later.) But 
this will only tend to correct relative maladjustments between 
producible goods; price-levels, that is to say, average prices on 
any make-up or weighting, may vary anyhow, consistently with 
equality of price between new and old assets of the same kind. 
Mutatis mutandis, these considerations hold also of monetary 
assets; but the conditions of supply, and hence the net factors 
determining price-variations, are very materially different from 
those in the case of goods. 


168 THE ECONOMIC JOURNAL [MARCH 


(iv) The above considerations hold whatever policy may be 
adopted to determine the volume of money, though of course that 
policy, in conjunction with banking practice and spending habits, 
will influence prices. Moreover, the compensating factors of 
supply and demand in new production never catch up with the 
continuous spontaneous variations in the liquidity-premiums 
attaching to the existing stocks. For production takes time; 
and thus, even where there is simultaneous new production 
(which is by no means always the case, especially with monetary 
assets and equities), its effects on price will not in general neutralise 
the instantaneous effects of the variations in the psychological 
preferences attaching to existing stocks. (This is not to deny 
that expectations about, e.g., future new building—themselves 
largely influenced by the conditions of present new building— 
will to an important extent modify the price of existing buildings.) 
The influence on the price of any one type of durable asset of the 
exchange of old assets and the production of new ones is reciprocal, 
the relative importance of the two factors varying according to the 
characteristics of the type of asset, aid the variable factor 
operating on (and influenced by) both so as to secure equality of 
price between the old and the new being the various relevant 
price-levels. 

(v) Prices—even relative prices—are therefore not to be 
regarded as wholly causally determined by supply and demand at 
the margin of production (though of course they are formally 
so determined —see paragraph 3, footnote). What happens is that 
conditions of demand and supply of new assets interact, through 
the system of fluctuating price-levels, with the effects of expect- 
ations on the values in exchange of pre-existing assets of similar 
type in such a way that the necessary equality of price of new and 
old is secured. 

(vi) Moreover, in regard to actual money-prices, there is 
nothing save the force of habit, operating through conventional 
prejudices about the normality, or propriety, of certain price- 
levels for certain particular valuables, e.g. labour and money- 
debts, and through habits and conventions which limit the 
velocity of circulation of money on the one hand and its volume 
on the other, to prevent them from varying arbitrarily, even in 
the shortest period. In long periods they do in fact vary arbi- 
trarily—that is to say, in a way not governed by regular law, and 
therefore unpredictable. Thus a convention of stability is 
necessary for any dynamic economic theorising, which is therefore 
only possible for periods short enough for the convention chosen 
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to be true throughout the period to a near enough approximation. 
In particular (a) there is in the real world no “ long run ” in which, 
e.g., perfect competition, where it may be supposed to exist in 
production, actually equates cost and supply-price at the 
margin: for the forces of competition are perpetually chasing the 
shifting relevant price-levels; and (b) the accounting conception 
of “maintaining intact” the total money-value of a firm’s 
assets, is not an actually attainable goal, but either a mirage, 
indefinitely receding as one tries to approach it (as firms find it 
during a deflation), or, more generally, a phantom, shifting about 
indefinitely in either direction. 

(vii) The view that a convention of stable money-wages in the 
short period is the best for realistic theorising is plausible on 
general grounds, but needs further examination in the light of the 
relevant facts of economic history. Taking a long view back- 
wards, there is perhaps some evidence of a half-unconscious 
struggle between rival conventions of stable money-wages and 


stable rates of interest (money-values of money-debts). 
HucH TowNsHEND 


MonopoLy AND IMPERFECT COMPETITION 


In the course of the last few years the problem of equilibrium 
in the circumstances of imperfect competition has been worked out 
in considerable detail. The conditions have been shown to be 
two: that marginal revenue shall equal marginal cost, the con- 
dition of equilibrium of the output of the firm; and that average 
revenue shall equal average cost, the condition of equilibrium in 
the number of firms. This solution depends, of course, on the 
assumption that entry into the industry is in general unfettered 
and unlimited by costs of growth, or, alternatively, that these 
costs of growth are included in the costs of risk-bearing and 
entrepreneuring. If this assumption be not made, the net earnings 
will be less than is normal in more competitive industries, and 
entry will not be sufficient to reduce gross earnings to normality. 
It is important to realise that the case of imperfect competition, 
so defined, is a very special case, and that the treatment of it 
leaves unanswered the wider question: why firms in the pursuit 
of profit do not combine, since by doing so they can apparently 
increase their profits. 

It is necessary, therefore, to vary these assumptions and 
consider the case where imperfect competition exists, but entry is 
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not free, and to begin by examining the limiting case where entry 
is, apart from very improbable price policies of existing quasi- 
monopolists, everywhere unprofitable. Let us therefore start 
with the picture of a country covered with a network of local 
monopolies, so placed in relation to the geographical distribution 
of demand that, when account is taken of probable costs of 
breaking down the habits of customers, and of the powers of 
discrimination of the existing quasi-monopolists, and of their 
probable responses to an invasion of their territories, there is no 
point at which a competitor believes that profitable entry is 
possible. This assumption is maintained even when the quasi- 
monopolists have somewhat raised their prices. 

In these circumstances each quasi-monopolist is competing, 
at the boundary of his territory, with his neighbour. The price 
that can be profitably charged by A is limited by the price that is 
actually being charged by B, and vice versa. Thus the elasticity 
of demand for the product of either quasi-monopolist is greater 
than would be the elasticity of demand for the two combined. 
There is thus a motive for combination. And in these circum- 
stances we should expect progressive combination until all the 
quasi-monopolists were united in one single national monopoly. 
For there is no condition short of full monopoly in which profits 
will be maximised. 

It is nevertheless possible to conceive the maintenance of an 
equilibrium of multiple monopoly for a variety of reasons. In 
general, we can say that combination will be likely to proceed up 
to the point where the discounted anticipated gains from com- 
bination are equal to the discounted anticipated costs of combina- 
tion. It is convenient therefore to consider the factors limiting 
the extension of combination under these two heads of gains and 
costs. 

The gains of combination are twofold: first, economies of 
production ; second, increments of monopoly revenue. The gains 
of combination under the latter head will be small where the two 
contiguous markets are almost independent. If there is a mono- 
polist brick-maker at A and another at B, if neither can profitably 
carry bricks to the other area, and if the intervening territory is 
sparsely populated, the gain from a greater power jointly to 
exploit this small population will be slight. In the limiting case 
where the markets are wholly independent, the combined elastici- 
ties of demand will, of course, be unchanged, and the combined 
monopolist, if he discriminates, will charge the same prices as were 
formerly charged by the independent quasi-monopolists. 
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The costs of combination are partly legal, partly organising 
costs; they are partly initial costs, partly continuous. Where 
the industry is a manufacturing industry the costs of achieving 
co-ordination of policy and of technical production during a 
necessary period of transition may be very considerable. If 
products are in addition standardised the cost will be even greater.! 
These costs may in themselves be sufficient to prevent combina- 
tion during a period of depression, when resources used for such 
a purpose are not easily replenished, and the rate of discount of 
future gains is therefore high. Costs of combination will be 
greater, the greater is the amount of combination that must pre- 
cede any gain. A particular local monopoly is likely to be in 
boundary competition, not with one single competitor, but with 
several. If the basis of discrimination is necessarily such that 
there can be no considerable gain until all have been brought 
together, the costs and, what is probably more important, the 
difficulties of combination will be considerably enhanced. 

Apart from financial costs of combination, there are resistances 
to combination which are in some instances political rather than 
economic. The anticipated advantages of freedom may, from 
the point of view of one of the parties, be held to exceed the 
possible financial gains of combination. This may be because 
that entrepreneur believes that he can grow by expansion at the 
cost of his rivals, and ultimately secure for his own individual 
pocket the greater part of the total receipts of the combination. 
It may be because he prefers the relative certainties of a smaller 
income as his own master, to the uncertainties of a possibly larger 
income as a director with less secure tenure of the combination. 
It may be that he prefers a smaller income in an autocratic 
position to the interminable controversies of a board of directors. 
To the extent that this last factor is important (and its importance 
would appear in fact to be considerable), the structure of industry 
cannot be logically derived purely from the pursuit of profit. 
The desire for economic power must also be brought into con- 
sideration. 

If we withdraw now the assumption that entry of new firms is 
impossible, it remains true that combination is likely to be carried 
up to the point where these various costs and resistances, ap- 
propriately discounted, equal the anticipated gains, also dis- 


1 An interesting discussion of the type of cost that is involved in any com- 
bination is to be found in a paper by Mr. C. G. Renold, ‘‘ Rationalization of the 
Management of Companies under a Merger,” read to the International Congress 
for Scientific Management 1935. 
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counted. But the gains are limited both in extent and in duration 
by the probability of new entry. The position of equilibrium in 
conditions of perfect competition is, even in a depression, relatively 
secure. For the necessary extent of combination, and therefore 
the cost, is at its maximum, and the probable duration of anv 
monopoly at its minimum. The less the cost of combining, and 
the greater the probable duration of the monopoly, either through 
powers to prevent entry, or because excess capacity is considerable 
and long-lived, the greater the probability of combination. 

These considerations may throw some light also upon the forms 
that a monopoly is likely to adopt. In general, the more com- 
petitive is an industry, and the shorter the expected duration of 
monopoly powers, the more important is it to adopt a form of 
organisation of which the costs are low and the period of negotia- 
tion short. Thus for a short-period monopoly the comparatively 
informal terminable association is likely to be preferred to the more 
permanent forms, not because it is terminable, but because it is 
cheaply and quickly established. 

This analysis suggests a method of approach to the study 
of the degree of competition compatible with the desire to increase 
profits and to increase or maintain economic power. But the 
process of combination must be envisaged as proceeding slowly 
and deliberately. At any particular short-period instant there 
may be disequilibrium between factors making for further com- 
bination and factors antagonistic to it, and combination may be 
in slow and piece-meal progress towards an ultimate situation of 


complete monopoly. 
Austin RoBINSON 


Sidney Sussex College, 
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OFFICIAL PAPERS 


Milk: Report of Reorganisation Commission for Great Britain. 
Ministry of Agriculture and Fisheries, Economic Series 
No. 44. [London: H.M. Stationery Office, 1936. Pp. 
ix + 362. 1s.] 


Tuts report, the first comprehensive investigation of the 
effects of any of the schemes set up under the Agricultural 
Marketing Acts of 1931 and 1933, is of particular interest, since 
it finds that the system of producer control of milk prices, made 
possible by these Acts, is not in the public interest. 
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The Reorganisation Commission, consisting of M. A. EK. Cut- 
forth (Chairman), Professor A. W. Ashby, Sir Iain Colquhoun, 
Sir John Orr and Miss D. 8S. Tomkinson, was appointed in February 
1935, to 


(a) consider the working of organised milk marketing in 
Great Britain under Milk Marketing Schemes and its inci- 
dence on production, distribution and consumption and make 
recommendations for further improvement ; 

(6) consider and report on the extent to which, and the 
manner in which, organisation could be facilitated by closer 
co-operation between the Marketing Boards concerned, or 
by the amalgamation of some or all of the Schemes, includ- 
ing any Schemes at present under consideration, or by other 
adjustments, and prepare schemes for giving effect to any 
such adjustments ; 

(c) consider and report on the extent to which, and the 
manner in which, the organisation of milk marketing in 
Great Britain could be facilitated by closer co-operation 
between Milk Marketing Boards in Great Britain and the 
appropriate authorities in Northern Ireland. 


It was invited to interpret these terms broadly, and to consider 
those new problems of policy and administration which have 
arisen out of the Schemes. Its report was signed on November 
6th 1936. 

The Report is divided into four main sections. Part I pro- 
vides a lucid description of the origin of the four Milk Marketing 
Schemes, and of their main features, and Part II an analytical 
examination of their effects, making full use of all the available 
statistical evidence. These two sections provide an admirable 
summary, and should be read by all interested in the constitution 
and operation of the Schemes. They should finally dispose of the 
widely held but erroneous view, that the schemes have resulted 
in a great increase in milk production. 

The recommendations of the Commission, given in Parts III 
and IV, are based on the belief that ‘‘ the necessity for ensuring 
to the consuming public an ample supply of clean, safe milk at a 
reasonable price must be the over-riding consideration ”’ (p. 290). 
Such a sentiment might be found set forth in the reports of 
previous Agricultural Reorganisation Commissions; but, in this 
report, it is no mere pious platitude, tagged on to proposals 
designed predominantly to improve producers’ prices. The 
Commission recognises that “ one essential condition of achieving 
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this object is that producers shall be treated fairly, for otherwise 
the milk required would not be produced ” (p. 290). But this is 
not enough in itself, and “‘ the present form of marketing organisa- 
tion in the milk industry undoubtedly leaves other sections of 
that industry—and tends to leave the general public also—with 
the impression that the interests of producers are allowed to 
transcend all others ”’ (p. 290). 

The Commission, moreover, concludes that, while milk pro- 
ducers, distributors and manufacturers have benefited from the 
Schemes, “the costs of these advantages have been met by 
consumers ”’ who, though they may “also gain in the long run 
by the greater stability given to the milk market” (p. 121), 
have had to pay higher retail prices throughout most of the 
country. 

The Commission considers this neglect of consumers’ interests 
to be the inevitable consequence of giving to a producers’ board 
statutory powers to fix and enforce prices. “It would be 
unreasonable to expect the representatives of producers to give 
as much consideration” to other interests ‘‘as to their own ” 
(p. 189). The safeguards against misuse of these powers are 
ineffective or slow; the natural safeguards which would be 
provided by an elastic demand and competition from abroad are 
absent for liquid milk, and the statutory safeguards provided by 
the possibility of appeal to the Consumers’ Committee or the 
Committee of Investigation are long and cumbrous. Moreover, 
since the Boards have power to fix retail prices, it is possible for 
them to agree with distributors ‘‘ upon terms that will be advan- 
tageous to both parties at the expense of the consuming public ” 
(p. 193), and thus prevent an appeal to the Minister by the 
distributors. If there are complaints as to the prices fixed by 
the Board, the ultimate responsibility for altering them must, 
in accordance with the provisions of the Agricultural Marketing 
Acts, rest with the Minister of Agriculture. If such appeals are 
to be frequent, it is better and quicker that either the Minister 
or some independent body should assist at an earlier stage. 

For all these reasons the Commission recommends that the 
determination of prices should be taken altogether out of the 
hands of producers and transferred to an independent body. It 
therefore proposes, as the keystone of its recommendations, that 
this task should be given to a Permanent Milk Commission of 
five members, appointed jointly by the Minister of Agriculture 
and the Secretary of State for Scotland, after consultation with 
the President of the Board of Trade and the Minister of Health, 
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representing the interests of distributors, manufacturers and con- 
sumers, and the Secretary of State for Home Affairs, representing 
agricultural interests in Northern Ireland. There should be no 
appeal to the Committee of Investigation against the decisions 
of the Commission as to prices and terms of contract, as there is 
at present against the decisions of the Milk Marketing Board. 
The Commission’s actions would only be subject to review by 
the responsible Ministers and Parliament. 

Such a transfer of powers should, in the long run, benefit 
producers as well as consumers. It would enable the Boards, 
which have succeeded, in the short time during which they have 
been in existence, “in carrying out tremendous tasks of organisa- 
tion and administration in a manner that reflects the greatest 
credit on them” (p. 247), to devote more attention to other 
constructive activities, such as the shortening of the distance 
over which milk is carried, for which their constitution makes 
them the obviously appropriate bodies. For the Reorganisation 
Commission considers that the Permanent Commission should 
supplement, not supplant, the Boards. Executive functions 
would remain with the Boards, but the Permanent Commission 
would act as the central directing body for the industry. 

The Permanent Commission should be able so to fix prices 
to producers as to call forth the amount of milk required, and 
so to vary prices between seasons and districts as to ensure 
that this is produced as cheaply as possible. The Commission 
would base its policy on past experience and future estimates, 
so that prices would no longer depend upon the relative bargaining 
power of producers and distributors, and of different sections of 
producers. 

This method of fixing prices would, in the Commission’s 
opinion, prevent the returns to any producer from being adversely 
affected, as they are now, by an increase in production by other 
producers and a consequent lowering of pool prices. It would 
thus remove the chief argument advanced in favour of estab- 
lishing individual production quotas. In an excellent section 
the Commission reject this proposal since, “ apart from the fact 
that the average farm price of milk would be held artificially 
at an unnecessarily high level, it could not . . . be a good thing 
for the industry or for the nation that prescriptive rights in a 
remunerative market should be given to any group of producers, 
irrespective of their efficiency ” (p. 159). 

The Permanent Commission would also have to determine 
the desirable volume of production. Here its decision would 
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depend to some extent upon the volume of assistance which the 
Government was prepared to grant to the industry. 

The Reorganisation Commission’s second main proposa! is 
that the price of liquid milk should be relieved of the burden 
of the manufacturing surplus. At present about a third of the 
total output of milk is sold for manufacture at prices deter- 
mined by the competition of imports, and substantially below 
the cost of production. The deficiency is made good by charg- 
ing a price for liquid milk which is appreciably higher than that 
necessary to call forth both the requirements of the liquid market 
and a reserve, which the Commission tentatively suggest should 
be about 20 per cent., to prevent any danger of shortage. The 
Commission considers it unjustifiable that the manufacturing 
industry should be supported by “an unseen and indeterminate 
subsidy from the liquid milk market ” (p. 206). It is, neverthe- 
less, in favour of maintaining the volume of manufacture, at any 
rate for the present, since successive Governments have aimed 
at keeping up agricultural production, since manufacturing milk 
prices are now abnormally low, and since, if consumption could 
be expanded by 20 per cent., practically the whole of the present 
output would be required to supply the liquid market and its 
reserve. It should be supported, however, by direct State 
assistance. Probably some £5 million annually would be required 
to begin with, but a smaller sum later. 

Such a subsidy might make it possible to reduce the retail 
price of liquid milk by 4d. per gallon for three of the present 
high-price months. A further subsidy is also desirable, in order 
to finance the sale of milk at specially low prices to certain 
classes of the community, who need it most. 

The volume of milk required would therefore consist of : 


(a) the liquid market, and its reserve ; 

(b) the market provided by the consumers whose con- 
sumption is subsidised; and 

(c) the amount of milk for manufacture which the 
Government is prepared to subsidise. 


Producers’ prices should be so fixed in advance, in a yearly 
contract stating firm prices, that this amount of milk would be 
forthcoming. The wholesale price of liquid milk would then be 
placed at such a level that the income from its sale, together 
with receipts for manufacturing milk and from the State, would 
suffice to meet the payments due to producers. 

If, however, the full amount of the grant were not forth- 
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coming, it would be necessary to keep up wholesale prices. For— 
at the present, at any rate—the current volume of production 
should be maintained. 

A third important recommendation made by the Commission 
is that minimum retail prices should no longer be fixed. Such 
fixing ““ must prevent an efficient distributor from attempting to 
extend his business by lowering prices, . . . and thus it must 
tend to prevent the public from benefiting from the efficiency of 
the most progressive elements in the trade” (p. 202). It may, 
however, later prove necessary to fix maximum retail prices, if 
the retail trade is so altered as to reduce the force of competition. 

A fourth proposal is that the proposed Permanent Com- 
mission should act as a central planning body for the whole 
industry, responsible for advising the Government and imple- 
menting its proposals, for increasing liquid milk consumption 
and for promoting improvements in the various branches of the 
industry. 2 

These are the most fundamental positive recommendations 
made by the Commission. It also deals, however, with a number 
of other important points. It recommends that two schemes 
only should be operated, one for England and Wales and one 
for Scotland. It advocates lower wholesale prices in the areas 
distant from the main consuming centres, and deductions for 
transport on a zoning principle. It suggests the gradual 
elimination of the favoured position held by those producers who 
previously monopolised the liquid milk market owing to the 
difficulties of transport, and suggests methods of payment 
according to quality. 

The economic considerations underlying all these proposals 
are very clearly brought out in the third Part of the Report. 
Readers are strongly advised to read Parts III and IV of the 
Report together, since on several points on which the specific 
recommendations seem vague, a more precise expression may 
be found in the previous general discussion of principles. 

The recommendations of this Commission provide a welcome 
return towards economic sanity. They are, however, in some 
ways disappointing. Admirable though the general proposals 
may be, they are not worked out in any detail, and so could not 
be applied speedily. The Commission believed that its main 
recommendations should be considered by the Government and 
the industry as questions of principle before schemes were drafted 
to put them into effect. Thus much of the investigation which 


it had been hoped the Reorganisation Commission might under- 
No. 185,.—voL. XLVII. N 
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take has, in effect, been passed on to the proposed Permanent 
Commission. This is particularly true of two important problems. 

The first is the question of the reaction of supply to price. 
The Committee of Investigation, making an immediate decision 
from limited material as to the prices which should prevail for 
1935-6, based its decision on figures of average production 
costs and estimates of reasonable profits. The Commission 
rejects this basis of price-fixing and states that ‘“‘ the ultimate 
test must be whether or not, over the long period, the price 
offers sufficient inducement to producers as a whole to produce 
the quantity of milk required” (p. 196). It has not, however, 
given much assistance to the proposed Permanent Commission 
as to what this price is, or what the factors are upon which it 
depends. It has said little more than that the decision must be 
taken in the light of past experience and future estimates, derived 
from information already in the hands of the Boards, “‘as to the 
prices that have been paid to producers and the quantities of 
milk which these prices have drawn into the market during the 
last two or three years” (p. 220). Since these records cover 
only three years, and since the lag between the decision to breed 
more dairy cows and the arrival on the market of more milk 
from these cows is over three years, this material is hardly 
adequate. The Permanent Commission will thus have to rely 
largely on guesswork until the necessary preliminary analyses 
have been made. 

The second question with which the Commission has only 
dealt vaguely is that of distribution costs. It stated that this 
matter did not fall strictly within its terms of reference, and so 
considered it only in very general terms. The Commission was, 
however, invited to interpret its terms of reference broadly, and 
so might surely have included specific recommendations on this 
matter had it wished to do so. The absence of definite proposals 
is particularly unfortunate since, in the Commission’s words, “ the 
greatest scope for a general reduction in retail prices lies in the 
better organisation of the various processes” of assembly and 
distribution (p. 271). Moreover, again in the Commission’s 
words, “the purely technical aspect of reorganising the liquid 
milk supply service on a more efficient and economical basis does 
not appear to present any insuperable difficulties ’’ (p. 274). 
The Commission recognised that the fundamental necessity was 
the elimination of redundant units, and suggested various alterna- 
tive ways of doing this, of which one was the establishment of 
public utility undertakings for distributing milk. It stated, 
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however, that “it is the practical measures by which the neces- 
sary reforms should be secured that constitute the difficult 
problems ” (p. 274). Must the public assume that these technical 
difficulties are so great that the Commission was unable to reach 
unanimity on methods of overcoming them, and was obliged to 
recommend, as its only practical proposal on the matter, that 
the question should be investigated by the Permanent Com- 
mission ? ‘ 

Thus, on the whole, the Reorganisation Commission has made 
proposals which should result in a more rational organisation of 
the industry. It has recommended that the industry should be 
guided and directed by a body responsible for the general interest 
of the community rather than the interests of a particular 
section. 

It must, however, remain doubtful whether its proposals are 
sufficiently drastic. Any noteworthy cheapening of the milk 
supply can only come about by improved methods. The Com- 
mission’s proposals should lower production costs in so far as 
production is encouraged in the lower cost districts, and should 
lower transport costs owing to the reformed system of transport 
deductions. But will it lead to any rapid reduction in dis- 
tribution costs—probably the key to the whole problem? The 
Commission itself recognised that this reduction must depend 
upon the elimination of redundant units and the control of those 
that remain. It may prove very difficult for the Permanent 
Commission to deprive firms of their livelihood, and not easy 
for it to prevent firms from taking advantage of possible monopoly 
powers. In that case it will be necessary to consider the desir- 
ability of setting up a public utility for milk. Sir John Orr 
suggested the possibility in his Addendum to the report, but 
in very general terms and without any hints as to how to over- 
come the practical difficulties. The experience of the Permanent 
Commission will clearly be of assistance in this matter. But this 
experience will take time to acquire, and progress must thus be 
slow. Could not the Reorganisation Commission have usefully 
investigated the matter now ? 

RutuH ConEN 
Agricultural Economics Research Institute, 
Oxford. 
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The Overcrowding Survey in England and Wales, 1936. (London : 
His Majesty’s Stationery Office. 1936. Pp. xxiv + 157. 
8s. net.) 


Tue Housing Act, 1935, will go down in history as the first 
Act which formulated a scientific basis for the measurement of 
overcrowding. Housing Authorities in general had hitherto 
been working in the dark: they were aware of the existence of 
overcrowding, but they had no means of knowing with any 
certainty either its extent or its character. Unofficial surveys 
had attempted to fill the gap mainly by sampling in a few special 
areas, while a thoroughgoing plan of action for the country as a 
whole was recently worked out by the Council for Research on 
Housing Construction. The activities of such bodies have un- 
doubtedly been justified, for their influence, direct or indirect, 
is clearly apparent in the Government measure. 

It is a great step forward to have succeeded in designing 
a comparatively simple standard by which so complex a con- 
dition as overcrowding can be arithmetically measured in any 
given area; it is a still greater achievement to have devised 
means by which an overcrowding survey of the whole of England 
and Wales could be successfully completed within so short a time. 
For this the Local Authorities, especially in the densely populated 
areas, deserve their full share of praise. The present Report 
summarises the results of this survey. 

The Report is a model of clear exposition. It gives a full 
account of the standard itself, the methods adopted in different 
districts to carry out the survey, and the conclusions reached. 
An ideal overcrowding standard would relate the composition 
as to number, age and sex of the occupants of any dwelling to 
the nature, number and cubic capacity of the rooms the dwelling 
contains. The new official standard, good as it is, falls short of 
the ideal in three respects : (1) it takes the floor capacity of rooms 
into account but not their cubic capacity, save by the omission 
of portions of rooms less than five feet in height; (2) living- 
rooms are not distinguished from bedrooms with the result that 
a living-room may be occupied day and night under conditions 
which ought to be forbidden ; (3) it ignores, in effect, the question 
of separate bedroom accommodation for the sexes except in 
single-roomed dwellings. It must, however, be conceded that 
the Act goes as far as could well be expected to reach a tolerable 
minimum standard which, to use the official phrase, should be 
“* capable of immediate or early enforcement.” 
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Comparison of the figures for different districts must be made 
with caution. The number of overcrowded families found in 
any area can, we are told, be accepted as reasonably accurate, 
but the proportion may sometimes be misleading. This is so 
because inspection of dwellings other than working-class dwellings 
was not required under the Act, but it was left to Local Authorities 
to determine how this limitation was to be defined : some dwellings 
may, therefore, have been omitted which ought to have been 
included and vice versa. With due allowance for this qualifica- 
tion, the results are still extraordinarily valuable. Housing 
Authorities can now attack overcrowding systematically by 
building houses of the types discovered to be most in demand 
and by the rearrangement of families in existing houses under 
their control. 

The magnitude of the task accomplished will be appreciated 
when it is stated that nearly nine million dwellings were recorded 
as inspected in England and Wales. Of this total, 341,554, 
or less than 4 per cent., were found to be overcrowded. But, 
as already pointed out, the standard of overcrowding adopted 
in this measurement is not a rigid standard fixed for all time, and 
this is important in view of the fact that a large number of families 
only just manage to reach it. In fact, a variation in the standard, 
reducing the permitted number of “ persons” in a dwelling by 
only 10 per cent., would at a stroke more than double the number 
of overcrowded families. On the other hand, if we accept the 
present standard, nearly half the working-class families in the 
country are, according to the Report, “so well housed that the 
number of persons in each family could be doubled and yet over- 
crowding would not ensue.” This important discovery indicates 
a possible line of attack upon the overcrowding problem—by the 
interchange of houses under the control of the same Housing 
Authority—which, in the opinion of the reviewer, has been too 
little explored. 

The final conclusion of the Report would encourage us to 
believe that only some 200,000 more houses need to be built to 
abate overcrowding. This is too optimistic unless we agree that 
there is enough virtue in the word “abate.” It needs no great 
gift of prophesy to venture to assert that, while the zeal of housing 
reformers may succeed in checking overcrowding on one front, 
it will continue to reappear on another; and this happens not from 
any ingrained love of living under such conditions but because a 
dwelling does not conveniently expand as the family in it grows 
larger. Moreover, there is little doubt that the country will not 
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long be content with the standard of overcrowding that is now 
laid down. 
D. Carapoa JONES 
University of Liverpool. 


Industrial Health Research Board. Report 69. Incentives in 
Repetitive Work (pp. iv + 59. 1s. 3d.) Report 72. In- 
centives (pp. iv-+ 61. 1s.) Report 75. Sickness Absence 
and Labour Wastage (pp. iv + 62. 1s. 3d.) (London. 
H.M. Stationery Office. 1934-1936.) 


Some of the earlier reports of the Industrial Fatigue Research 
Board, as it was then called, were reviewed in an article in the 
Economic JournaL of June 1923. Since then the word Health 
has been substituted for Fatigue, and some fifty further reports 
have been published, but none perhaps of such interest to the 
economist as Reports 69, 72 and 75. 

The Report (No. 75) on Sickness Absence and Labour Wastage 
deals with subjects that badly need scientific study, and succeeds 
in advancing our knowledge considerably. This is more par- 
ticularly true of Sickness Absence, dealt with in Part I by Miss 
May Smith and Miss Margaret Leiper. We are, at long last, given 
statistics of days lost per year that are not vitiated for com- 
parative purposes by referring to spells of sickness of unknown 
limits. If, as the Report itself points out (p. 3), “one firm 
eliminated from its records automatically persons who had been 
absent through sickness for a month, another those who had been 
absent two months, etc., obviously the statistics would not be 
comparable.” Unfortunately, the investigators do not specify 
the points of elimination adopted by the several firms with which 
they deal; but for all firms they do give lost-time rates, allowing 
for an absence in one spell up to a standard limit of 29 days and 
no more. The median of nine rates for separate groups of clerks 
then appears as 4-4 days per year among men, 7-1 among women ; 
and the median of 8 rates for separate groups of sales people 
3-65 for men and 5-35 among women. Rates for factory workers 
are not given in this report, but previous inquiries appear to make 
them considerably lower. An important factor amongst several 
that are discussed was undoubtedly the method of wage-payment. 
Factory workers are either paid on a piece or an hourly basis, 
the selling force on a weekly or monthly salary with some com- 
mission on sales, the clerks wholly on salary. Clearly, factory 
workers will lose most, economically, by losing time, the selling 
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force less, and clerks least. It is not only how ill you are that 
determines lost time, but how ill you can afford to be. 

Part II of Report No. 75, written by Professor Greenwood and 
Miss May Smith, is devoted to Labour Wastage (or, as it is more 
familiarly called, Labour Turnover), but does not advance our 
knowledge much. Illustrated by one or two new examples, it is 
mainly a repetition of the plea, uttered in Report No. 13, for a 
more rational method of ‘measurement based on the rates of sur- 
vival of employees after different lengths of service. Statistics 
of labour turnover hitherto given by American and English firms 
have almost all been on the crude basis of rate of exits per total 
employed, and the dilemma consequently arises whether to con- 
tinue with the more comparable and easily obtainable crude 
rates, or to wait, perhaps indefinitely, for the education of business 
firms in the higher statistical methods, however simple. 

To the economist the great interest of Mr. S. Wyatt’s report 
(No. 69) on Incentives in Repetitive Work is the possibility of 
obtaining some measure of the strength of the economic motive 
in industry. For a comparison is made of the efficiency of a 
given group of women workers doing the same work (other things 
thus really being equal) under contrasting systems of payment : 
time-wage, competitive bonus system, and piece-wage. The 
competitive bonus system, by which each individual was paid 
according to her place in the previous week’s order of output, is 
not used in industry, and need not detain us. But the piece- 
wage system showed remarkable differences in results compared 
with the time-wage. The general level of output was immensely 
increased on the introduction of piece rates, and tended to fall 
substantially when time rates were re-introduced. Also, an 
entirely different work curve was produced when the outputs of 
successive hours were plotted. Work curves have hitherto 
mostly been collected under piece-wage conditions, and, unless 
the speed was mechanically set, have usually shown a dip towards 
the end of each spell. Not so the curves now shown for repetitive 
work on a time-wage. Instead of a fatigue effect, they manifest 
(page 16) a boredom effect in a dip towards the middle of each 
spell. Differences were also found in hourly curves of behaviour. 
On time-rate, lost time, disturbances and talking were significantly 
greater, with a peak of talking in the boring middle of the spell; 
on piece-rate, quarrels and complaints were greater. “On the 
whole, the time-rate tended to promote friendly relations and 
social unity while payment by results stimulated individualistic 
and competitive impulses ” (p. 21). 
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Among the real costs of industry, Marshall was wont to place 
working “‘ with unwelcome associates.”” Report No. 69 throws 
a flood of light on social relations within a working group. For 
instance (p. 37): “‘ worker D was absent on eight occasions, and 
the output of the remainder showed an average increase of 
12-5 per cent. over that of the preceding and following weeks 
when D was present.” Again, a close correlation was found in 
the shape of the work curves for the pair of workers facing one 
another. The investigators, indeed, consider their results illus- 
trate the futility of regarding the individual as an independent 
unit. 

On the whole the value of these reports to the economist 
consists chiefly in their realistic discussion of incentives to work, 
and “ Incentives’ is the simple title of report No. 72 written by 
Mr. C. A. Mace. This describes laboratory experiments in setting 
individuals standards to work to, and provides justification for 
the faith of certain employers in the prescribing of standard 
quotas which, like the carrot tied on to the donkey, will always 
remain a stick ahead of the worker. Mr. Mace finds, to summarise 
his own words, that speed and accuracy, practice and fatigue 
can all be affected by the absence or presence of certain standards 
set by the worker himself or by some outside control. This 
outside incentive might act directly with or without penalties or 
rewards such as economic remuneration, or indirectly by various 
methods of suggestion, such as measurement of output at regular 
intervals and the communication of results. Among the indus- 
trial applications of these findings, Mr. Mace actually suggests an 
automatic indicator registering the accumulating output in terms 
of £s.d.; he also points out the importance of applying incentives 
to overcome the mid-spell dip in output, and to maintain an 
equable performance throughout the day. 

Practical psychologists seem to be approaching the economic 
starting point of an economic man, report No. 69 (p. 23) going so 
far as to admit that in the typical group observed “ the weekly 
wage seemed to be the chief, if not the only incentive to activity.” 
Now perhaps economists from their side will pay more attention 
to what the psychologists and statisticians have to say about the 
observed modus operandi of those incentives in contemporary 
industry. If so, they could not do better than begin with’ these 
three admirably written reports. 

P. Sarcgant FLORENCE 
University of Birmingham. 
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OBITUARY 


PROFESSOR HARALD WESTERGAARD 
(April 19, 1853—December 13, 1936) 


THE announcement of the death of the well-known Danish 
statistician, our correspondent for Denmark, comes as another 
of the frequent reminders of the passing of the great teachers 
of a generation still, happily, well represented among us. 
Westergaard graduated in mathematics, passed to the study of 
economics, and won, in 1881, a gold medal in a University 
competition for his essay on “ Mortality in Different Social 
Classes.”’ This proved the prelude to very varied studies in vital 
statistics, published in Danish, in German, and some also in 
English, a language of which, as many of our Fellows know, he 
had attained a mastery many years ago. To this JouRNAL he 
contributed articles on ‘“‘ Mortality among Persons with a Con- 
sumptive Family History ” (1894) and on “ Mortality in Extreme 
Old Age ” (1899). Besides an elaborate, and thorough, treatise 
on Mortality statistics, he published a work of equal bulk on the 
theory of Statistics, which has many admirers in this country 
and in America. 

Having, more than 60 years ago, expounded the views of 
Jevons on final utility, and taught, as professor, economics as 
well as statistics, his work became, as one of his admiring former 
students wrote on the occasion of his seventieth birthday, a 
standing illustration of the doctrine that “‘ Good statistics are 
a near approach to economics.” Starting as an Jntroduction to the 
Study of Economics (1891), and expanded in an intermediate 
existence as Lectures on Economic Theory (1906) his text-book 
on this subject developed into the Principles of Economics (1912). 
He wrote also a book on The History of Statistics, published in 
English in 1932. 

For fifty years he was one of the directors of the second largest 
of Danish savings banks, and of one of the most important Fire 
Insurance Companies in the country for a similar period, and was 
a member of the Insurance Council. In carrying out the duties 
of these and other offices he exercised an important influence 
on the practical side of mutual thrift. Naturally his advice 
was valued in the evolution of those forms of social legislation 
which, by the application of the principles of insurance, have intro- 
duced a considerable measure of security into the lives of the less 
well-to-do. Many reforms in the methods of thrift organisation 
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have owed much to his insight and knowledge. By the develop- 
ment of the courses of instruction in the University in which he 
was a Professor, and, perhaps, particularly the practical work 
in statistics which now forms part of them, he has aided the spread 
of sound knowledge and trained understanding. Those who were 
witnesses of the greetings which he received, on the occasion of 
his eighty-first birthday, from members and others at the London 
meeting of the International Institute of Statistics, in 1934, 
will know how to estimate the high position held by Dr. Wester- 
gaard in the regard of those long associated with him as economist 


and statistician. 
A. W. Fivx. 
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TuHE third volume in the “Series of Scarce or Unpublished 


Economic Tracts,” edited by Professor Luigi Einaudi, has 
recently appeared. It contains a hitherto unknown Memoir by 
the Sire de Malestroit, whose Paradoxes (1566) evoked the cele- 
brated Response (1568) by Jean Bodin which first traced the 
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connection between the imports of the precious metals from 
America and the rise in the level of prices. The new Memoir, 
apparently a continuation of the Paradoxes, had remained unknown 
despite the fact that Malestroit had announced in the dedicatory 
letter at the end of the Paradoves his intention of writing a sequel. 
In it Malestroit had already made in 1567 those concrete proposals 
for action whose absence Bodin unwittingly regarded as ground for 
reproach a year later. The new volume is published at 40 Lire. 
It is available to members of the Royal Economic Society at 
7s. 6d. post free (or on special paper at 15s.). Applications 
should be made to the Assistant Secretary, 6 Humberstone Road, 
Cambridge, accompanied by a remittance. 


Tue Council of the Royal Statistical Society offer the Frances 
Wood Memorial Prize, value £30, for competition in 1937. The 
Prize is offered for the best investigation, on statistical lines, of 
any problem affecting the economic or social conditions of the 
people. Competitors will choose their own subjects, but it is 
believed that original observation or analysis made in the course 
of the writer’s ordinary work or special research will afford 
useful material for papers, and some suggestions are contained 
in the accompanying leaflet. Theses submitted or intended to 
be submitted as university exercises, and also published papers, 
are admissible. Essays (which must be either printed or typed, 
and accompanied by copies of all statistical tabulations) must be 
sent to the Honorary Secretaries of the Royal Statistical Society, 
4, Portugal “treet, W.C. 2, not later than October 31, 1937. 


THE Cowles Commission for Research in Economics, which 
maintains a statistical laboratory in Colorado Springs, has recently 
established two Research Fellowships of $1000 a year each. 
These will be awarded to promising young men, with the doctor’s 
degree or equivalent experience, who have demonstrated ability 
to do constructive research in the field of economics and statistics. 
The Research Fellows are expected to acquire practical famili- 
arity with various types of computing machinery and techniques, 
and in other ways to fit themselves for the supervision of extensive 
research projects. For the year 1936-37 Cowles Commission 
Research Fellowships have been awarded to Herbert E. Jones 
and Gerhard Tintner. 

The Cowles Commission was established in 1932 as a not-for- 
profit corporation to conduct investigations into problems of 
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current economic interest, with particular reference to the applic- 
ation of statistics and mathematics in the solution of these prob- 
lems. It has been engaged for some time in the preparation 
of new monthly indexes of common stock prices, beginning in 
1872 and continuing until 1918 or 1926, when comparable Stand- 
ard Statistics indexes become available. It is hoped to publish 
these indexes during the year 1937. A second book, analysing 
stock-market movements, is also in preparation. There is in the 
press for publication early in 1937, NRA Economic Planning, 
by Charles F. Roos, Director of Research in the Commission, 
and formerly Research Director of the NRA. 

The Commission in 1935 and 1936 conducted Research Con- 
ferences in Economics and Statistics. Plans are now being made 
for the 1937 Conference which will be held at Colorado Springs, 
June 28 to July 23, 19837. Among the speakers will be Ragnar 
Frisch of the University of Norway, Harold Hotelling of Columbia 
University, Griffith C. Evans of the University of California, 8. 8. 
Wilks of Princeton University, Harold T. Davis of Indiana 
University, and Charles F. Roos of the Cowles Commission. 
All who are working in the field of economics and statistics will 
be welcome at the Conference. There is no charge for attend- 
ance; living accommodations can be obtained at moderate rates. 
Those interested may obtain further particulars by addressing 
the Cowles Commission, 301 Mining Exchange Building, Colorado 
Springs, Colorado. 


The Agricultural Economics Society offers prizes of £10 and £5 
for essays on subjects connected with the economics of agriculture. 
Competitors must be students at recognized institutions or holders 
(of not more than two years’ standing) of degrees or diplomas in 
agriculture oreconomics. Essays must be sent in to the Secretary, 
Mr. Edgar Thomas, 7 Redlands Road, Reading, by the 31st March, 
1938, on one of the following subjects :— 


(2) Social and economic changes in the position of farm workers during the last 
twenty years. 

(6) Sub-marginal land in Great Britain. 

(c) The nature and extent of changes in farm organization and technique since 
the War. 

(d) The influence of a more adequate and well-balanced dietary for all classes 
upon the character of British agricultural output. 

(e) Agricultural tariffs and quotas in Europe since 1924—their growth and 
objects. 

(f) Britain’s security in time of war depends on home-production rather than 

on importation of food supplies. 
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SHackie. A Note on “ Time and Investment”: K. E. Bouupina. 
What has Philosophy to Contribute to the Social Sciences, and to 
Economics in Particular? H. BERNADELLI. Menger on Money: 
E. Rou. 

The Eugenics Review. 

JANUARY, 1937. Hugenics as I see it: Lorp Horpgr. Falling 
Population and Positive Eugenics: B. S. BramMwewu. The 
Inheritance of Mental Disorder: E. Suater. Population in 
Australia J. 

The Banker. 


Fesruary, 1937. The Resulis of Four Years of National Socialism. 
A number of articles on the military, financial and economic 
consequences of four years of the Nazi Government, as well as 
surveys of agriculture, the organisation of the press, the Colonial 
question, raw materials and banking. 


Lloyds Bank Monthly Review. 
NoveMBER, 1936. After Devaluation: D. GranamM-Hurton. 
DrEcEMBER, 1936. The Monetary Problem: H. D. HENDERSON. 
January, 1937. The Development of Exchange Funds: N. Crump. 


Midland Bank Monthly Review. 

OcToBER-NOVEMBER, 1936. Is the World Nearer the Gold Standard ? 
Local Government Finance. British Agriculture. The Limited 
Scope of Recovery. 

NovEMBER-DECEMBER, 1936. Economic Experiments in New Zealand. 
Agricultural Reorganisation. 

DecEeMBER, 1936-January, 1937. Monetary Policy in Northern 
Europe—I. Experience in Sweden and Finland. 


Westminster Bank Review. 
NovEMBER, 1936. Devaluation and Britain’s Trade Balance. 


DEcEMBER, 1936. A Happier Christmas. 
JANUARY, 1937. The Recovery in Commodities. 
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Planning. 


No. 86. Next Steps in World Trade. 

No. 87. The Location of Industry. 

No. 88. The Malnutrition Controversy. 
No. 89. Standards for Consumers. 

No. 99. How New England Plans. 

No. 91. The Mechanism of World Trade. 


Local Government Administration. 


DECEMBER, 1936. Training of Local Government Officials. The 
Provision of Accommodation for the Aged. The Problem of Smoke 
and Dust. 

International Labour Review. 


NovEMBER, 1936. A Further Contribution to the International Com- 
parison of Rents: R. GuyE. Some Effects of Financial Policy on 
the Distribution of Income in Great Britain since the War: U. K. 
Hicks. Japanese Emigration: T. OGisHma. 

DECEMBER, 1936. The New Japanese Act on Retirement Allowances : 
J. Kiraoxa. The Restoration of Compulsory Arbitration in New 
Zealand: E. J. Ricnres. The Neglect of the Human Factor in 
the Prevention of Industrial Accidents : H. M. VERNON. 

JANUARY, 1937. The Twenty-first and T'wenty-second ~(Maritime) 
Sessions of the International Labour Conference: I. Industrial 
Recovery in Japan: Its Causes and Social Effects: Y. Kamat. 
Handicrafts in Germany : E. SCHINDLER. 


The Canadian Journal of Economics and Political Science. 


NOVEMBER, 1936. Some Aspects of a Pioneer Economy: W. A. 
MackintosH. The State and Medicine: A Pessies. Transfer of 
Means of Payment and the Terms of International Trade: G. A. 
Exuiotr. Topographic Control in the Toronto Region : G. TAYLOR. 
Alberta, Economic and Political : A. F. McGoun and others. 


The South African Journal of Economics. 


DECEMBER, 1936. Some Notes on the Theoretical Aspects of Import 
Quotas: J. N. ReepMan. Commercial Air Transport—III : 
E. D. Weiss. The Origins and Early History of the Dutch East 
India Company (1602-1662) : L. Foucut. The Platinum Boom of 
1925 and its Aftermath: M. Petkxowitz. The “ New Despotism”’ 
in Agriculture: Some Reflections on the Marketing Bill: C. S. 

The Economic Record. 


DECEMBER, 1936. Marketing and the Constitution: K. H. Battey and 
L. F. Gratin. Industrial Law in New Zealand : The 1936 Amend- 
ments: W.R. Tuck. The New Exchange Rates: W. B. Reppa- 
way. The Future of the Australian Population : S. H. WousTEn- 
HOLME. Federal Grants: A. G. B. FisnEer. Excess Costs of 
Protected Production. Estimates for two States : 8. KE. SoLoMON and 
D.C.L. Smita. National Income of New Zealand: ¥. B. STEPHENS. 


The Quarterly Journal of Economics. 


NovEMBER, 1936. The Controlled Distribution of a Crop Among 
Independent Markets : F. V. Wavau, E. L. Burtis, A. F. Wotr. 
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Prices and Wages at Paris under John Law’s System: E. J. Hamtn- 
Ton. A Formula for Limiting State and Local Debts: B. U. 
RatcuFrorD. Governmental Controls and the Theory of Inter- 
national Trade and Finance : C.R. Major Economic 
Tendencies in the Bituminous Coal Industry: T. A. VEENSTRA, 
W. G. Fritz. The Webbs on Soviet Communism: R. Opre. Mr. 
Keynes on the Causes of Unemployment : J. VinER. Notes on Mr. 
Keynes’ General Theory of Employment: D. H. Ropertson. 
The Fundamental Assumption of Mr. Keynes’ Monetary Theory 
of Unemployment : W. W. LEONTIEF. 


The Journal of Political Economy. 


DECEMBER, 1936. Wage Subsidies as a Remedy for Unemployment : 
N. Katpor. French Population Theory since 1800—II: J.J. 
SPpENGLER. Mr. Keynes on the Rate of Interest and the Marginal 
Efficiency of Capital: P. T. Extiswortu. Orthodox Economic 
Theory—A Defence: J. A. EstEy. Organisational and Procedural 
Changes in Employee Representation Plans : D. J. Savoss. 


The Review of Economic Statistics. 


NovEMBER, 1936. The League of Nations and Business Cycle Research : 
A. Lovepay. The Measurement of Industrial Localisation : E. M. 
Hoover. The Mill Demand for Wool and Inter-Textile Competi- 
tion: J.T. WenpvzeL. Seventy Years of Building Cycles in Man- 
hattan : C. D. Lona. 


The American Economic Review. 


DECEMBER, 1936. Capital Formation and Inequality: R. T. Byz. 
Capital Formation and Inequality—In Reply: H. G. Mouton. 
Processing Tax on Wheat: M.S. Kenprick. Monopolistic and 
Imperfect Competition: H. G. Wurre. Silver Clause in China : 
D. H. Leavens. Gold Maldistribution: H. Bowrn. Pledged 
Revenue for Government Bonds: R.W.CoLeman. Elasticity of the 
Federal Reserve Note: KE. C. Stumons. Direct Taxes by Income 
Classes : M. YAPuE. 


The Annals of the American Academy of Political and Social Science. 


NovEMBER, 1936. The American People. Studies in Population. A 
large number of papers by various authors, dealing with the 
composition, distribution, and growth of the population, and its 
relation to resources, in the United States. 

JANUARY, 1937. Improved Personnel in Government Service: L. 
Guuick (Ed.). A large number of papers by various authors, 
dealing with: spoils and democracy; the development of a 
professional public service; new techniques of public personnel 
administration; the reform movement. 


National Bureau of Economic Research. 


BULLETIN 62. Revaluations of Fixed Assets, 1925-1934: 8S. Fasri- 
CANT. 


<= 
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Harvard School of Business Administration, Bureau of 
Business Research. 


BustnEss ReEsEaRcH StupiEs, No. 15. Avaust, 1936. Unemploy- 
ment and Prospects for Re-employment in Massachusetts, with 
particular reference to Manufacturing Industries: D. H. DAVEN- 
port and J. J. CRosToN. 

BULLETIN No. 103. OctToBEr, 1936. Expenses and Profits of Limited 
Price Variety Chains in 1935: 8S. F. TEELE. 


The Pennsylvania State College Studies. 


Vou. I, No. 1. The Actuarial Aspect of Unemployment Insurance : 
British Experience: A. H. REEDE. 


Econometrica. 


JANUARY, 1937. Income in Theory and Income Tax in Practice: I. 
Fisoer. Methods of Eliminating the Influence of Several Groups 
of Factors: C. Grint. Mr. Keynes and Traditional Theory: R. F. 
HARROD. 
Social Research. 


NOVEMBER, 1936. Collective Security: H. Simons. Proportional 
Representation and the Breakdown of German Demoeracy: F. A. 
HerMENS. Potentialities of Agricultural Reform in the South: K. 
Branpt. Commentary on Keynes—I : H. NEIssER. Commentary 
on Keynes—II : E. LEDERER. A Case of Mania with its Social 
Implications: E. Levy. The Place of Alfred Weber’s Kultur- 
soziologie in Social Thought : A. SaLomon. 


Wheat Studies (Stanford, California). 


OcToBER, 1936. The Timing of Wheat Marketing in Western Canada. 
The marketing of wheat from Western Canada is profoundly 
influenced by the timing of deliveries by farmers. Statistics show 
that country deliveries tend to follow a definite pattern, and that 
the percentage delivered rapidly depends on price judgments, 
which influence the length of the period of rapid marketing rather 
than the rate of delivery within it. During August-January the 
amounts marketed weekly tend to be directly proportional to the 
total to be delivered during the season; while the amounts 
delivered weekly depend chiefly on the weather and the stage of 
completion of deliveries. After January the amounts delivered 
weekly depend chiefly on the quantity which has been held back 
for deferred marketing, and the tendency has been to market a 
definite proportion of this remainder each month. On the basis 
of these tendencies the course of marketings during 1936-37 may 
be confidently predicted. The “25 per cent. point ’’ in deliveries 
was reached four days earlier than predicted; the “50 per cent. 
point ’’ one day earlier. 

NovEMBER, 1936. Wheat Problems and Policies in Germany. The 
recovery the world is now experiencing is largely a domestic affair 
in each country, and world trade in wheat continues strikingly 
below its pre-depression level. 

Germany and Italy, both now pursuing policies of national 
self-sufficiency, competed, a few years back, for second place in 
the list of world net importers of wheat. Wheat is a commodity 
No. 185.—voL. XLvI. 
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that is notably susceptible to such a change in economic outlook, 
since it can be produced at relatively small sacrifice even in 
countries where national conditions are unfavourable for it com- 
pared with the sacrifice from producing synthetic fibres, fats, etc. 

The present study attempts to illuminate various wheat 
problems of Germany, within the background of her resources, 
recent history and national policy. It concludes that although 
world economic recovery may reduce the urge towards self- 
sufficiency, the probability of a large increase in German wheat 
imports is small. 

DeEcEMBER, 1936. The World Wheat Situation, 1935-36. A Review 
of the Crop Year. Owing to disasters to crops of North American 
spring wheat and in Argentina, the 1935 world crop (apart from 
U.S.S.R.) was little larger than the small crop of 1934. Utilisation 
again exceeded production, and world carry over reached lowest 
point since 1928. 

Import demand from Orient and Europe decreased, and the 
international trade in wheat and flour was below the low level of 
1934-35. Of the total net exports of net exporting countries 
(25 million bushels) Canada supplied nearly half, and Australia 
shared with Canada in dominating world markets. The United 
States net imports were exceeded only by those of the United 
Kingdom, Belgium and Brazil. 

Prices of British import wheats averaged 14 per cent. higher 
than in 1934-35. Price advances were larger in Argentine and 
Australia, but much smaller in the United States and Canada. 
Prices were such as to stimulate a further expansion of wheat 
acreage, but in June-July 1936 adverse weather again led to 
sharp advances in prices, presaging another short world crop. 


Journal des Economistes. 


JuLy—OctoseEr, 1936. Les Réformateurs et les Réalités: E. PAYEn. 
Quelques Précisions sur les Changements en U.R.S.S.: W. Koxovt- 
zorr. Le nouveau Statut de la Banque de France: E. R. La 
Dévaluation du franc: E. R. Le Bureau international du Travail 
et les grands Travaux Publics: E. P. L’ Amérique septentrionale : 
M. Carsow. 

Revue d’Economie Politique. 


SEPTEMBER—OcTOBER, 1936. Doctrines relatives a l’action de lor sur les 
prix (1850-1936): C. Rist. L’économie francaise devant la 
Dévaluation monétaire: J. DESSIRIER. Comment réduire in- 
égalité des revenus ? A. Savvy. 


Bulletin de VInstitut des Sciences Economiques. 


NovEMBER, 1936. Les tendances @ l’autarchie économique dans l’ Union 
Belgo-Luxembourgeoise depuis 1927: P. van pER Rest. Les 
Movements fondamentaux des Prix de gros en Belgique de 1822 a 
1913: F. Loots. La Conjoncture économique de la Belgique et du 
Luxembourg: L.-H. Duprisz. 


Weltwirtschaftliches Archiv. 


NoveMBER, 1936. Internationale Kapitalbewegungen bei gebundener und 
freier Wahrung: C. R. Wuitttesey. The view is refuted that 
an international gold standard is an essential condition for fruitful 
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long-term foreign investment. Equally, the analysis of short- 
term foreign investment does not reveal any monetary system as 
particularly desirable. Die Auswirkungen des Silberankaufspro- 
gramms der amerikanischen Regierung auf den Handel zwischen den 
Vereinigten Staaten und China: E.GRravsE. The author is hopeful 
for the future of American-Chinese trade, chiefly because of the 
monetary rapprochement between the two countries, after China 
had been forced off the silver standard by the American silver 
revalorisation. Die Automatische Deflation: G. Kroiu. The 
‘automatic deflation ’’ with which the article deals, sets in at the 
moment where the products of new investment appear on the 
market, and that income disposable at that point of time is not 
sufficient to repay the costs of goods available in the results of 
previous investment. To counteract the depressing effects of 
automatic deflation, credit expansion and public works are recom- 
mended. Strukturpolitik und Marktregulierungen in der italie- 
nischen Weizenwirtschaft: A. W. Scuitirravr. Die Marktre- 
gulierungen in der T'schechoslowakischen Getreidewirtschaft: G. 
Du1ner. The description, in the September issue, of agricultural 
market regulation in Holland, is continued by similar studies for 
Italy and Czecho-Slovakia. Die dffentlichen Auslandanleihen des 
Londoner Kapitalmarktes von 1794 bis 1934: QuirTNER- 
Bertouasi. This analysis of foreign loans by the London capital 
market since 1794 makes use of statistical material collected in 
the course of the Kiel enquiry on the growth of the English 
economy. Five periods are distinguished and separately dealt 
with according to the chief direction of foreign lending. Detailed 
statistics are appended. Der deutsche Personenkraftwagenmarkt 
nach der Wirtschaftskrisis : W. DouRn. 

JANUARY, 1937. Die Beziehungen zwischen Kapitalmarkt und 
Industriewirtschaft in Frankreich: J. Marcuat and P. Hucon. 
In this article—dealing with the significance of the long-term 
credit market for home production—the authors supply detailed 
information on the machinery of capital issues in the French 
financial markets, and the behaviour of capital issues during the 
trade cycle, making a sharp distinction between pre-war and post- 
war cycles. Uber die Sekunddrwirkungen zusdtzlicher Investi- 
tionen: J. TINBERGEN. An attempt is made to develop Kahn’s 
multiplier calculations by introducing several new variables, while 
preserving simplification to an extent just sufficient to allow of 
numerical calculations. The numerical assumptions are derived 
from a statistical analysis of American events since 1919. A case 
is demonstrated where an increase in investment creates an 
ordinary trade cycle so that, for the period of depression, secondary 
employment may be negative. Die Rentabilitat des Bodens: A. 
Navratit. The author criticises the application of marginal 
productivity analysis to land, and arrives at the result that there 
is a specific rising tendency for income from land. Gustav Ruhland 
als Nationalékonom : F. Bitow. Ruhland, a pre-war writer on 
agricultural and general economic questions, is praised as the true 
forerunner of National-Socialist policy. Arbeitseinsatz und Frei- 
handel: E. Caren. A re-statement of the case for tariffs. The 
doctrine of comparative costs shows conclusively that, whatever 
foreign trade takes place under a system of free trade is an 
economic gain for both countries concerned; but the doctrine 

02 


196 THE ECONOMIC JOURNAL [MARCH 


fails to show that it is the greatest advantage a country can 
derive from international trade under any system. Die Marktre- 
gulierungen in der ddnischen Getreide- und Futtermittelwirtschaft : 
F. Mack. Zwischenstaatliche Regulierung des Weizenangebots auf 
dem Weltmarkt: L. Passow. Das “ Institut Scientifique des 
Recherches Economiques et Sociales,” Paris: J. H. HERBERTS. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


NoveMBER, 1936. Marktverfassung, Preis und Mengenkonjunktur : 
R. Gocut. The author demonstrates that under conditions of 
free competition the view that there might be a “ production 
boom ” without a “ price boom” is fallacious. A statistical 
appendix shows, for Germany during the last trade cycle, the 
varying amplitude of price fluctuations, according to whether 
there is competition or monopolistic restriction on the supply side. 
Ethnosoziologie ?: O. ZWIEDINECK-SUDENHORST. A review of R. 
Thurnwald’s five-volume investigation into the sociological 
fundaments of human society. Arbeiter als Unternehmer oder 
Werksdirektoren in Frankreich: L. H. A. Geck. Continued from 
the October issue. Die gesetzlichen Riicklagen der Gemeinden: F. 
TERHALLE. The author examines the accumulation of liquid 
funds by local authorities, the legal and political possibilities for 
such a policy under the German Local Administration Act of 
1935 and its fiscal and economic advisability. Generationsdauer 
und Bevdlkerungsvermehrung: S. SEEBERG. Statistical calcula- 
tions of the relations between age at marriage and growth of 
population. 

DECEMBER, 1936. Der religidse Gehalt der Kolonisation des ostelb- 
ischen Deutschlands: W. Wirticn. The agricultural system of 
Eastern Germany has been deeply influenced, during and after 
the medieval colonisation, by monastic settlements on a 
religious basis, founded as a moral reaction against the tendencies 
in monastic estates in Western Germany. The settlers in 
these colonised parts lost their independence because they did 
not enjoy the protection of an old-established legal order. 
Arbeiterfreizeitt und Urlaub: W. ZIMMERMANN. The author 
considers paid holidays as a sociological problem, shows the 
gradual advance of the idea in England and Germany, and deals 
finally with the attitude of National-Socialism which considers 
paid holidays as a general political-cultural institution. Die 
gesetzlichen Riicklagen der Gemeinden F. Continued 
from the November issue. Wirtschaftspolitik und Konjunktur- 
aufschwung in Schweden, 1933-1936 : K. Kock. In an analysis 
of Swedish prosperity the author forecasts that the increase in 
imports may necessitate restrictive measures in a not too distant 
future, that conditions are, however, much stabler now than a 
year ago. 

JANUARY, 1937. Die institutionelle faschistische Wirtschaft : W. Kem. 
The author contrasts the pre-Fascist liberal organisation of 
State and Economy in Italy, with the unregulated market as 
dominant institution, and the present state of affairs where the 
national call to duty becomes dominant, as communicated to the 
economic sector through the corporations. The article contains a 
description of the constitutional hierarchy in present-day Italy. 
Der Preis in der landwirtschaftlichen Marktordnung: W. ABEL. 


% 
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n The fixed prices decreed for agricultural products in the German 
e- market are not market prices, but “ political prices.” Comparative 
F; statistics of German and English prices for wheat, beef, pork and 
uf butter are given, from which it appears that in June, 1936, German 
28 wholesale prices were between 164 per cent (pork) and 274 per cent 


(wheat) of English prices, whereas the corresponding figures for 1932 
are between 127 per cent and 270 per cent, and those for 1913 
between 103 per cent (butter) and 156 per cent (beef). Neues 
iiber Adam Smith: W. R. Scorr. This is a German account of 


of Professor Scott’s research on Adam Smith, well-known to the 
n readers of the Economic JouRNAL from two recent articles. 
Genossenschaftswesen und gegenwdrtige Agrarpolitik Gross- 
) britannien. The article describes—in summary form—how, in the 
or organisation of English agriculture, the Marketing Boards have 
>. gradually displaced old cooperative methods. More effective 
protection of consumers’ interests isdemanded. Die Kolonialfrage : 
ul R. C. TaHurnwatp. An attack against critics (in Germany and 
nf abroad) of re-acquisition of colonies by Germany. Lebenserwartung 
n uns Sterblichkeit im deutschen Reich vor und nach dem Kriege : 
G. WoLrrF. 

d Fesruary, 1937. Zwangssyndikate als Mittel der Agrarpreispolitik : 
r C. Dretze. A paper read to the International Agricultural 
of Conference in St. Andrews last September describing the dis- 
r integrating effects of a restriction of agricultural production on 
\- the rural family economy. Der historische Regress in der Theorie 
of der Produktionsumwege: J. SteEtnDL. Schwedens wirtschaftlicher 


Aufschwung im Rahmen seiner Wahrungspolitik : A. SCHEFFBUCH. 
)- The author sees one of the principal reasons for Sweden’s present 


of satisfactory situation in the fact that the devaluation of the kroner 
r was not necessary because there had been an inflation, but only 
a because it was the only means of resistance against deflationary 
Ss forces. Until 1933, the recovery was purely internal, and it was 
n only after that date that exports began to play a leading part in it. 
1 Das Kompensationsgeschaft im Rahmen der deutschen Handels- 


politik seit der Wirtschaftskrise: F. Hunter. Barter methods in 
German foreign trade reached their highest significance in 1934 
and the beginning of 1935, when 26 per cent. of total imports 
and 45 per cent of imported raw materials were paid for in this way. 
Recently, however, economic policy has tended to restrict the 
scope of barter arrangements, particularly by exempting specialised 
export goods in which Germany has a monopolistic position. 


Schmoller’s Jahrbuch. 


DrceMBER, 1936. Karl Oldenberg zum Geddchinis: J. Jessen. An 
obituary notice for the late holder of the chair for Economics in 
Gottingen. Wirtschaftstheorie und Wirtschaftssoziologie: L. Vv. 
Wisse. The author pleads for a separate treatment of sociological 
and theoretical problems within the framework of economic 
science. Economic theory is concerned not with human beings 
but with commodities, and to deal with real life is the prerogative 
of economic sociology. This fundamental dichotomy is demon- 
strated at the instance of money and credit, where economic theory 
is restricted to an exploration of their economic functions, whereas 
economic sociology takes the underlying human relations (e.g. 
confidence) into account. Die Vergreisungwirtschaftlich gesehen : 


wow 
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A. Léscn. Among the causes of the changing age distribution, 
the importance of the decrease in mortality rates is stressed as 
against that of the decrease in birth-rates. A statistical analysis 
leads to the conclusion that the inactive proportion of the 
population which has to be maintained by the industrially active 
part will not increase as a consequence of the changing age distri- 
bution, but that there will only be a rise in the proportion of aged 
people within the inactive population. Grundfragen der Aussen- 
handelslehre: J. Remer. Hostility against the ideal of a self- 
sufficient economy and the highly monetary character of foreign 
trade theory are, in the author’s view, interrelated and both 

rooted in fundamental errors. Bemerkungen zum Reichshaus- 
haltrecht: F. Borster. A review article, giving information on 
the most recent problems of German fiscal policy. 


Vierteljahrschrift fiir Sozial- wnd Wirtschaftsgeschichte. 


Part ITI, 1936. Die platonische Agrarwirtschaft: LAUFFER. 
Plato’s economic ideas are interpreted as romantic and con- 
servative, derived from a study of ‘‘ medieval ”’ feudal conditions 
in the Athens of the Persian Wars and animated by a disgust at the 
coming “ capitalist ’”? Hellenic exchange economy. Le capitalisme 
commercial et financier dans les pays chrétiens de la Méditerranée 
occidentale: A. E. Sayous. A study dealing with conditions in 
Venice between 1050 and 1150, Genoa between 1150 and 1200, 
banks and international monetary transactions in the Mediter- 
ranean capitals during the thirteenth century, development of 
insurance, bills of exchange, and commercial law during the four- 
teenth century, commercial capitalism in Barcelona during the 
fifteenth century, Jewish influence, and Spanish-South American 
economic relations between 1500 and 1550. 


Zeitschrift fiir Nationalékonomie. 


OcToBER, 1936. Vilfredo Pareto als Soziologe: L. Pareto’s 
“ Treatise ”’ is criticised as a piece of sociological research, but is 
considered as containing an important theory of instincts appeal- 
ing to the revolutionary outlook of the young generation (“ philo- 
sopher of rebarbarisation”’). Finanztheorie und Finanzrecht: B. 
GrizioTt1. This comprehensive survey of the branch of science 
dealing with the legal aspects of public finance contains a detailed 
bibliography of the subject. Keynes’ Theorie der Nachfrage nach 
Arbeit : R. Scuttier. The author points out that Keynes in his 
General Theory, though aware of the rédle of expectations in 
economic life, leaves them out of account in his fundamental thesis 
that the state of employment is determined by the propensity to 
consume and the rate of new investment. A numerical example 
is given to show that Keynes neglects the possibility of increasing 
employment in such a way that existing firms buy reciprocally 
more from each other. Zum Problem des sog. wirtschaftlichen 
Gleichgewichts : P. StruveE. The main thesis of this long article, 
which represents the summary of a systematic treatise, is that the 
notion of economic equilibrium is purely metaphorical and without 
any empirical, theoretical or even logical meaning. Die Entwick- 
lung der Bevélkerung Europas seit der Mitte des 17. Jahrhunderts : 
P. Mompert. The author comes to the conclusion that the 
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population of Europe between 1650 and 1800 must have been 
considerably higher than was generally estimated hitherto. 
Verfall oder Wandlung des Kapitalismus : G. Prrov. 

DECEMBER, 1936. Notes on the Period of Production: H. T. N. Gart- 
SKELL. The article—in English—is the first instalment of an 
inquiry as to how far the concept of the period of production has 
survived recent criticism. Static equilibrium is shown to be a 
necessary assumption underlying the use of this concept. Fixed 
capital, circular production and subsistence fund are introduced 
into the analysis, and a formula for the calculation of the average 
period of production is developed. Eugen von Béhm-Bawerk 
und die Briisseler Zuckerkonvention: L. BETTELHEIM-GABILLON. 
From his speeches, official documents, and writings, Bohm- 
Bawerk’s causative réle for the adherence of the Austro-Hungarian 
Monarchy to the Brussels Sugar Convention is demonstrated. 
At the same time, this incident throws interesting light on Bohm- 
Bawerk’s personality and his way of tackling practical problems. 
Uber einige Gleichungssysteme der mathematischen Okonomie: A. 
Wap. The chief argument of this article is that, to show that 
the number of equations is equal to the number of unknowns, is 
not in itself sufficient to establish the determinateness of the 
system of equations. Zum Problem der Sozial- und. Wirtschafts- 
geschichte : O. BRUNNER. 


Weekly Report of the German Institute for Business Research. 


Nos. 41-42. German Foreign Trade. Change from a Passive to an 
Active Balance. Technical Progress and Productivity (supplement). 

No. 43-44. Income and Consumption in Germany. Building and 
Construction in 1936. 

Nos. 45-46. The German Economic Situation in Autumn 1936. The 
New Reich Loan. 

Nos. 47-48. The Restoration of the State Participations to Private 
Hands. Price Movements in Germany. Costs and Earnings in 
German Industry. 

Nos. 49-52. The German Food Problem. Price Movements and the 
Organisation of Industrial Commodity Markets. The Employment 
Situation in the Winter. Truck Sales in Germany. 

Nos. 1-2. World Industrial Production. Germany’s Supply of Agri- 
cultural Raw Materials. 

Nos. 3-4. Capital Investment in Germany. Tourist Season 1936. 


Giornale degli Economisti. 


SEPTEMBER, 1936. Gli addetti all’ agricoltura nell’ ottavo censimento 
della popolazione: P. AtBERTARIO. A short discussion of some 
of the results of the eighth census taken in 1936 of the agricultural 
population of Italy. La “cortina”’ nell’ agricoltura maceratese : 
A. ArcaNGELI. Su alcune discordanze tra gli indici misuratori 
delle disuguaglianze dei redditi: C. Bresctant TurRonNI. A reply 
to some criticisms put forward by Professor Pietra against the 
comparison between the distribution of pre-war and post-war 
incomes and property in Prussia, made by Professor Bresciani 
Turroni in his book Le vicende del marco tedesco. 

OcToBER, 1936. Carattere costruttivo delle funzioni utilita nell’ economia 
matematica : G. Bruaeurer and B. MantA. The authors criticise 
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some recent work on the theory of utility by Lange and Hicks and 
Allen, and put forward a function index of utility, which they hold 
to be independent of any individual psychological element, 
reflecting merely “a line of conduct which is objectively rational.” 
Alcune generalizzazioni di un caso di monopolio bilaterale: A. 
Borpin. An expansion of the results of an article published in 
the Rivista italiana di Scienze economiche, July, 1936, on a special 
case of bilateral monopoly. The assumption is that a monopolist 
intermediary buys a factor of production, from a monopolist who 
controls its supply, and sells to a group of purchasers who are 
competing freely amongst themselves. Tavole di nuzialita per 
la popolazione italiana (1930-32): P. Mepant. A short analysis 
of the statistics of the marriage age of men and women in Italy 
in 1930-32, with some comparisons for 1899-1902. 

NoveMBER, 1936. Jl problema della distribuzione delle materie prime 
dall’ aspetto politico internazionale: G. Mortara. Materie 
prime e independenza economica: L. Lenti. La distribuzione 
internazionale delle materie prime coloniali: G. Demaria. L’Im- 
pero ed il. problema italiano delle materie prime: G. Bauetta. II 
problema delle materie primeela bilancia det pagamenti internazionali : 
G. Boreatta. All the foregoing articles reproduced in this issue 
of the Giornale, consist of papers which were read at a Conference 
held in Milan in October, 1936. They contain a large amount 
of statistical and other information relating to the distribution of 
raw materials throughout the world, and to the importance of 
colonies from this point of view. 

DrcEMBER, 1936. Risparmio forzato, cicli economici ed economia 
regolata: F. Viro. It is suggested that an element of forced 
saving, which may have an important bearing on the development 
of the trade cycle, is to be found in the reserves which businesses 
build up out of their profits and either invest in expanding their 
fixed capital or in the purchase of securities. La fecondita legit- 
tima in Lombardia: G. P. Mazzouent. Media aritmetica, proba- 
bilita e frequenza: P. 


Rivista Italiana di Scienze Economiche. 


OctoBER, 1936. Riforma monetaria e controllo dei prezzi: le merci 
esportabili : G. Capopaciio. Suggests taxing those who would, 
as a result of the devaluation of the lira, gain abnormal profits by 
exporting goods from Italy. La situazione dell’ industria metal- 
lurgica di fronte al problema dell’ autarchia economica : L. MARzANO. 
A description of the size and importance of the different branches 
of the metallurgical industry in Italy, with proposals for their 
further development. L’industria elettrica e 1% suoi critici: M. 
Amoroso. L’esercizio del credito minerario in Sicilia: D. 
Pubblicita diretta ed indiretta: O. L. D’OvipI0. 


Rivista di Storia Economica. 

SEPTEMBER, 1936. Per un programma di lavoro: PRoFEssor G. 
LuzzaTTo puts forward a plea for more active work to be under- 
taken in the study of Italian economic history. Un rapporto 
segreto al conte di Cavour sul monte lombardo-veneto: 8. Jactnt. A 
hitherto unpublished memorandum dealing with the allocation 
of the former public debt of Lombardy and Venetia after their 
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separation from the Austrian rule. Sul significato della teoria 
degli sbocchi: A. Breatta. A careful consideration of Say’s law 
of markets, as put forward by him and supported by Ricardo, 
shows that it was only intended to relate to an economic system 
in a state of general equilibrium, and is in fact a mode of expression 
of that equilibrium. It is not applicable, and was not originally 
applied, to problems of dynamic change. 


Annali di Economia. 


Vou. XI. Storia economica dell’ Italia nel Medio Evo (Wirtschafts- 
geschichte Italiens im Mittelalter): A. Doren. 


De Economist. 


SEPTEMBER, 1936. Het nieuwe Octrooi van de Nederlandsche Bank : 
H. F. van Leeuwen. Observations on the renewal of the Charter 
of the Nederlandsche Bank, which expires on March 31st, 1937, 
with reference to Professor van Gijn’s articles on the subject 
published during 1933. Nogmaals het vraagstuk der Geldvoor- 
ziening: G. M. Verrign Stuart. Aanteeckiningen over de Rela- 
tivitert der Geldwaarde: R. VAN GENECHTEN. Waardevast versus 
neutraal geld: C. A. Verrign Stuart. Three articles in con- 
tinuation of the previous discussion (De Economist, October and 
December, 1935, June, 1936) on the subject of neutral money, 
supply and demand of money, the “internal” and “ external ” 
value of money and the aims of monetary policy. 

OcToBER, 1936. De ontwikkeling van Keynes’ economische theorieén : 
T. J. Grempanus. An article tracing the development of Mr. 
Keynes’ economic theories, in part on the lines of the author’s 
discussion in his work on The Value of Money. The article 
stresses the increasing departure from the teaching of Marshall, 
and is throughout critical, especially with regard to the theory of 
interest (the reward for parting with liquidity), which is described 
as unsatisfying and untenable. 

NoveMBER, 1936. Het berekenen van den bevolkingsdruk in naar 
autarkie neigende agrarische gebieden: F. VAN HerKk. The writer 
comments on the vagueness of the phrase “ over-population.”’ 
Density of population (ratio of population to superficial area) is 
no guide to pressure of population, more especially in a non- 
agricultural area. In the case of urban populations an attempt is 
made to relate density of population to “ welfare,” and a com- 
parison is made between results based on absolute density and 
on the number of inhabitants per room for certain selected areas. 
In agrarian areas the connection between density of population 
and over-population is closer. But correction is necessary for 
uncultivated and uncultivatable ground. There is also the 
question of different qualities of soil. Various writers (Mombert, 
Carr-Saunders, etc.) are quoted to illustrate the difficulty of 
attaching a meaning to “over-population.” A method of deter- 
mining a measure for over-population is suggested and applied to 
China. It consists in determining the ‘“ food-value” of the 
products which the cultivated lands produce per head of the 
agrarian population; i.e. in comparing the food produced with 
the food requirements. The method is, however, only applicable 
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to “agrarian territories tending to autarky.” De moderne 
grensnuttheorie en Prof. J. H. Boeke’s economische theorie der 
dualistische samenleving: R. M. A. Hipasat. A comment on 
various points raised in Dr. Boeke’s article (November, 1935) on 
the applicability of the marginal theory to a “ dualistic living- 
together ” (where two societies live together without mixing, as in 
the Dutch East Indies), and also the conditions of primitive 
Eastern communities. 

DECEMBER, 1936. Economische Crisisvoorziening in Nederlandsch- 
Indié: H. J. BRorEKvELDT. As elsewhere, recent events have in 
the last five years brought about in the Dutch East Indies a body 
of measures and provisions regulating economic life. These 
measures are designed (a) to protect trade and industry against 
disturbance; (b) to repair past damage; (c) to protect the labour 
market. The difference from other countries is due to the 
“dualism ”’ of the Dutch East Indies. To a discussion of the 
changes in control in this respect there is added some account of 
the changed economic conditions in recent years. Over de para- 
doxale verschillen tusschen de saldi der handelsbalansen: J. NIKERK. 
An algebraic discussion of the differences which may arise in the 
“balance of trade,” according as it is made up on the statistics 
of the importing or exporting country, illustrated by reference 
to the figures for Poland and Holland. 


Index. 


OcToBER, 1936. Guiding Principles in Sweden’s Trade Policy: N. 
SEHLBERG. 

NovEMBER, 1936. Economic Causes and Consequences of Population 
Movements. R. R. Kuczynsk1. 

DEcEMBER, 1936. Economic Survey. 


Skandinaviska Kreditaktiebolaget. 


JANUARY, 1937. Looking Back on the World Crisis: G. CAssEL. 
Cellulose as Raw Material for New Market Products : E. HAGGLUND. 
Swedish Business Activity in 1929-1936 : S. K. SrockMan. 


Studia Ekonomiczne (Economic Studies). 


I. On the Notion of Equilibrium in Interest Theory: S. Caruson. A 
Note of the Methods of Measuring the Elasticity of Demand: A. 
HeEypDEL. The Elasticity of Demand for Transport Services: W. 
HAGEMEJER. Abstracts from Contributions to Economics Published 
in Polish in the Period of 1931-1933. 

II. Economic Activity and Interest: A. HEypEL. Some Aspects of the 
Theories of Interest: W. HaceMEJER. The Classification of Com- 
modities and the Problems of Competition and Monopoly: J. 
Drewnowski. Abstracts from Contributions Published in Polish 
in the Period, 1932-1934. 

III. Land Reform and the Problem of Capitalisation : D. WaRRINER. 
Some Consequences of Different Interpretation of Supply Curves: J. 
Lipick1. Imperfect Competition and the Consumer: J. Drew- 
NoWSKI. Note of Seasonal Variation: J. WISNIEWSKI: Abstracts 
from Contributions to Economics Published in Polish in the 
Period 1934-1936. 
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Nankai Social and Economic Quarterly. 


OcToBER, 1936. The Boat People of Shanam: A Statistical Study of 
Population and Economic Conditions: W. Y. Lin. Problems of 
Chinese Foreign Exchange before and after the Monetary Reform: 
W. Y. Lin. Ftudes sur VHumanisme Chrétien en Chine a la Fin 
des Ming: H. Bernarp. Effects of the Occupation of Manchuria 
on Japanese National Economy: A. J. GRAJDANZEV. 


Information Bulletin. Council of International Affairs, Nanking. 


Vou. 1. No. 7. Hirota’s Three Principles vis-a-vis China. No 8. 
Rural Rehabilitation. No. 9. Opium Suppression in China. 
No. 10. Currency Reform in China. No. 11. The Unabated 
Smuggling Situation in North China. No. 12. The Co-operative 
Movement in China. 

Vou.2. No.1. Chinaand Intellectual Cooperation. No.2. Renaissance 
of Rural Kiangsi. No. 3. Conservancy Works. No. 4. Universal 
Education in China. No. 5. The Income Tax and Its Introduction 
into China. 


NEW BOOKS - 


British. 


ApARKAR (B.N.). The Indian Tariff Policy. With Special Refer- 
ence to Sugar Protection. Bombay: Karnatak Publishing House, 
1936. 9”. Pp. 161. Rs. 3. 


[To be reviewed.] 


Anstey (V.). The Economic Development of India. (Third 
Edition.) London: Longmans, 1936. 8}”. Pp. x + 582. 25s. 

[This new, third, edition of Mrs. Anstey’s important book has been revised 
and enlarged. The previous edition stopped short at 1929. The present not 
only brings all the material up to date, but includes an additional chapter dealing 
with the problems created by the subsequent depression, and also with the 
economic aspects of the recent constitutional changes. ] 


The Bank and Insurance Shares Year Book, 1937. London: Trust 
of Insurance Shares, Ltd., 1937. 7”. Pp. viii + 626. 5s. 

[This is the first issue of a new annual publication. Its purpose is to provide 
in convenient form the essential facts and statistics relating to British Banks, 
Discount Companies and Insurance Companies. It includes for each company 
a seven-year analysis of balance sheets and profit and loss accounts, and a twenty- 
one-year record of share prices, dividends and yields. It is well and attractively 
printed on good paper. ] 


BreaucuHamp (J.). Women Who Work. London: Lawrence and 
Wishart, 1937. 73”. Pp. 104. 2s. 6d. 
[To be reviewed. ] 


British Association for Commercial and Industrial Education. 
Report of an Inquiry into Vocational Education after General Educa- 
tion up to the Age of Sixteen. London, 1936. Pp. 40. 6d. 

[The Committee sent a letter to 662 firms engaged in trade and industry, and 
received 348 replies. 70 per cent. of the firms favoured some type of part-time 
vocational education for their employees who start work at the age of sixteen. 
The Committee is convinced of the necessity for “‘ time off’ for this purpose.] 
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Brock (C. J. L.). The Moral Case for Free Trade. London: 
Cobden-Sanderson, 1936. 83”. Pp. 27. 6d. 

[The ethical arguments for free trade are: that it promotes peace and de- 
mocracy; that it is necessary for personal liberty and “‘ the purity of Govern- 
ment’’; that it is consistent with the ideals of trusteeship and “‘ progress in 
accordance with the natural design.’’] 


Brown (W.). The Truth about Interest. Edinburgh : Oliver and 
Boyd, 1936. 9”. Pp. 47. Is. 

[Mr. Brown’s contention is that interest is morally wrong and should not and 
need not exist. Moreover, given intelligence, energy, raw materials, ‘ all could 
be done without money.’’] 


Busscuau (W. J.). The Theory of Gold Supply. With Special 
Reference to the Problems of the Witwatersrand. London: Oxford 
University Press, 1936. 9”. Pp. 193. 10s. 6d. 

[To be reviewed.] 


Catucart (EK. P.) and Murray (A. M. T.). A Dietary Survey in 
Terms of the Actual Foodstuffs Consumed. London : * M. Stationery 
Office, 1936. Pp. 56. Is. 

[This is a further study, published by the Medical Research Council, of the 
statistics relating to St. Andrews, Cardiff and Reading, previously analysed by 
Prof. Cathcart and Mrs. Murray in 1931 and 1932, with the addition of a number 
of Glasgow families and women students. Unlike the earlier reports, where 
food-consumption was considered in terms of protein, fat and carbohydrate, this 
report interprets consumption in terms of some of the principal foodstuffs. The 
sample i is small, 250 in all, but the authors consider it to be “‘ fairly representa- 
tive.” Although the Report was prompted by the remarkable constancy that 
was found in the previous investigations in the distribution of Calories between 
protein, fat and carbohydrate, the authors state that they have found “no real 
clue as to the nature of the marvellous instinct ’’ directing food purchasing. The 
Report includes a study of waste in foodstuffs consequent on cooking, etc., and 
concludes that the problem of ensuring a proper diet for all is as much an educa- 
tional as an economic one. ] 

CiaPHaM (J. H.). The Economic Development of France and 
Germany, 1815-1914. Cambridge University Press, 1936. 9”. Pp. 
418. 16s. 

[This fourth edition of Dr. Clapham’s now well-known book includes a number 
of changes, especially in Chapter I, where the work by Professors Mare Bloch 
and Lefebvre has thrown much new light on French agrarian history.] 

CLARE (G.) and Crump (N.). The A BC of the Foreign Exchanges. 
London: Macmillan, 1936. 73”. Pp. 393. 5s. 

[In this new, tenth, edition drastic alterations have been made to bring the 
book up to date as regards recent changes both in theory and practice. The 
second half of the book has been entirely rewritten, some chapters have been 
dropped and others have been compressed. This has made room for new chapters 
dealing with such issues as exchange equalisation accounts, exchange restrictions, 
the gold bloc and the sterling area and the abandonment of silver in the Far East.] 

CuaRK (C.). National Income and Outlay. London: Macmillan, 
1937. 9”. Pp. xix + 304. 12s. 6d. 

[To be reviewed. ] 

CuaRK (F. I.). The Position of Women in Contemporary France. 
London: P. 8S. King, 1937. 83”. Pp. 259. 12s. 6d. 

[To be reviewed. ] 

Comenctnt (M.). Coins of the Modern World. 1870-1936. 
London: Methuen, 1936. 73”. Pp. 185. 7s. 6d. 


[This is a book for numismatists rather than economists. It describes, classi- 
fies and gives the sterling equivalent of every coin in every currency in the world. 
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In most cases it also illustrates them. It is claimed that it will have use for 
bankers, money-changers and business men generally. To the economist it will 
mainly conjure up a picture of a now long-obsolete world which circulated as well 
as buried its gold.] 


Dickie (J. P.). The Coal Problem. A Survey—1910-1936. 
London: Methuen, 1936. 7”. Pp. xiv + 368. 5s. 


[This volume, written by a former M.P. for Consett, is midway in character 
between a book and a handbook. Its purpose is to make available in handy form 
the information required for an intelligent understanding of coal problems. The 
author has attempted, and successfully, to keep his treatment as objective and 
unpartisan as possible. It includes thirty-two chapters and eleven Appendices, 
dealing briefly with all the significant issues in the industry, and giving an 
adequate historical background to their evolution. It will be most useful for the 
purpose for which it was designed.] 


vAN Dorp (E. C.). A Simple Theory of Capital, Wages and Profit 
or Loss. London: P.S. King, 1937. 9”. Pp. xix + 260. 12s. 


[To be reviewed. ] 


Drake (B.). Nutrition. A Policy of National Health. London : 
New Fabian Research Bureau, 1936. Pp. 36. 6d. 

(This useful pamphlet, by an Alderman of the London County Council, with 
an introduction by Miss Rathbone, outlines the present scientific and statistical 
knowledge on the subject of nutrition, summarises the existing legislation for 
the public provision of meals and of milk, and makes practical proposals for the 
improvement of nutrition for mothers and children. Mrs, Drake desires that 
the ‘‘ milk-in-schools’’ scheme be made compulsory, and extended to cover 
mothers and infants; that education authorities be required to provide hot 
midday meals in all grant-aided schools (the L.C.C. have found that it is possible 
to provide a complete two-course dinner at a food cost of less than 2d. per meal) ; 
and that both these services be ultimately provided free. The total cost to the 
State, when the two schemes had been finally brought into operation, is estimated 
at £65 million. ] 


Eyre (E.). Ed., European Civilisation. Its Origin and Develop- 
ment. Vol. V. Economic History of Europe since the Reformation. 
London: Oxford University Press, 1937. 9”. Pp. vi + 1328. 25s. 


[To be reviewed. ] 


Grant (I. F.). The Lordship of the Isles. Moray Press. 10}’. 


Pp. 514. 21s. 

{In this volume, as the sub-title ‘‘ Wanderings in the Lost Lordship ’’ indi- 
cates, Miss Grant experiments in the combination of history with travel after 
the manner of her “‘ In the Tracks of Montrose.’’ She journeys to the Western 
Isles along the Scottish coast, from Arran in the south to Skye and beyond Ben- 
becula in the north, and on the mainland from Knappdale and Kintyre to Morvern, 
making leisurely comments on the old traditions and culture, the myths and 
music and half-legendary chieftains of the isles. Although the title of “‘ Lord 
of the Isles’? was not assumed until 1354, and came to an end in 1493, the his- 
torical narrative in which the story of the pilgrimage is set ranges freely over the 
centuries from the coming of Columba to the Union of the Crowns. The book 
“does not claim to be a work of scholarly research,”’ but it does nevertheless 
contain much useful material, particularly on the archzology of the West High- 
lands. There are many interesting illustrations of carved stones, and the capitals 
at the beginning of each section are very neatly adapted from stone carvings.] 


GREENWOOD (H. P.). Employment and the Depressed Areas. 
London: Routledge, 1936. 74”. Pp. xiii + 167. 3s. 6d. 

[This book supplies an historical outline of the course of post-war unemploy- 
ment, summarises some of the important “ theories ’’ of employment, and makes 
practical proposals for the alleviation of the situation in the depressed areas. 
Mr. Greenwood is an opportunist, who is very conscious of the challenge presented 
by the totalitarian states. ] 
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Grecory (T. E.). The Westminster Bank through a Century. 
Volumes I and II. London: Oxford University Press, 1936. 10’. 
Pp. xii + 396 + vi + 355. 30s. 


[Reviewed in Economic History. ] 


Le Gros Cxiark (F.) and Nort Brinton (L.). Men, Medicine and 
Food in the U.S.S.R. London: Lawrence and Wishart, 1936. 7”. 
Pp. 173. 5s. 


[The authors visited the Soviet Union in 1935, and their book is a realistic 
description of the ways in which the Soviet Union is attempting to deal with the 
physiological requirements of man. The range of the book is wide, since it is 
concerned not only with the progress of medicine and scientific dietetics and with 
*‘ methods of feeding ” and ‘‘ curative and occupational diets,’’ but also with the 
** flow of food production ”’ in the Soviet Union.] 


Hatt (R. L.). The Economic System in a Socialist State. Lon- 
don: Macmillan, 1937. 8”. Pp. xv + 263. 7s. 6d. 
[To be reviewed. ] 


Hopson (J. A.). Property and Improperty. London: Gollancz, 
1937. 74”. Pp. 223. 4s. 6d. 


[This book is a restatement of Mr. Hobson’s familiar ‘‘ under-consumption 
leading to over-investment ’’ thesis, in somewhat new terms. ‘ Improperty ” 
—from which economic depression results—is property which is “‘ put to luxuri- 
ous expenditure or waste’ and which is not the result of the personal effort of 
its owner. Mr. Hobson condemns the socialists for their failure to make a dis- 
tinction between property and improperty, but unfortunately does not himself 
go much further than to identify the private ownership of all factors of production 
other than labour with improperty. Mr. Hobson demands a modified form of 
socialism in which there would be public ownership of all the large key industries 
(which fortunately happen to be those in which there is the greatest tendency 
towards monopolisation) and private ownership of those industries which supply 
individual needs; thus is the compatibility of socialism with individual freedom 
assured. ] 


Hooker (A. A.). The International Grain Trade. London: Pit- 
man, 1936. 84”. Pp. 144. 7s. 6d. 


[A somewhat pedestrian book designed rather for the man involved in the 
detail of the trade than for the general reader anxious to get a wider conspectus 
of the problems involved. For those for whom it is written it will be most 
useful. ] 


Horrasin (J. F.). An Atlas of Empire. London: Gollancz, 


1937. 73”. Pp. 160. 3s. 6d. 

[This usefully explicit “ Atlas ’’ is uniform with “ An Atlas of Current Affairs ”’ 
and “‘ An Atlas of European History’ by the same author. It consists of 70 
maps, accompanied by a paragraph or two of letterpress. The definition of 
‘‘ colonial possession ’’ presented considerable difficulty : Mr. Horrabin includes 
in it the British Dominions.] 


Jones (G. H.). The Earth Goddess: A Study of Native Farming 
on the West African Coast. London: Longmans, Green, 1936. 9”. 


Pp. 205. 12s. 6d. 

[The author, who is now Director of the Mycological Section of the Egyptian 
Ministry of Agriculture, was formerly in the Nigerian Department of Agriculture. 
Of ten chapters, the first two deal with the local and historical background, the 
third with recent problems, the fourth with scale and intensity of agriculture, 
the fifth with the choice of method of organisation, planter, metayer or small 
grower. The last five cover co-operation, agricultural education, land tenure, 
propaganda and progress, and a broader study of the social consequences of 
different policies. Since in such a territory as Nigeria, agriculture, land tenure 
and governmental administration are all indissolubly interwoven, the book covers 
a range of problems far wider than its title would suggest, and handles them with 
real power and vision.] 
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JosnHt (N. M.). Urban Handicrafts of the Bombay Deccan. 
Poona: Gokhale Institute of Politics and Economics, 1936. 93”. 


Pp. x + 207. Rs. 2.8 (paper). 

[This is a careful and scholarly study of handicrafts, made by Mr. Joshi under 
the direction of Professor Gadgil of the Gokhale Institute. It surveys the problem 
historically, describes the present situation, and attempts to judge the possi- 
bilities of future reconstruction. It deserves the attention of all who are interested 
in Indian economics and Indian economic history. ] 


Karve (D. G.). Poverty and Population in India. London: 
Oxford University Press, 1936. 73”. Pp. 127. 4s. 6d. 
[To be reviewed. ] 


Knicut (A. W.). Abolish Slumps. A Diagnosis of the Trade 
Cycle. London: P. 8. King, 1936. 73”. Pp. 142. 6s. 
[To be reviewed.] 


Knoop (D.) and Jongs (G. P.). The Rise of the Mason Contractor. 
Journal of the Royal Institute of British Architects, 1936. Pp. 24. 


[Reprinted from the Journal of the Royal Institute of British Architects, this 
article considers the ways in which the status of contractor might be attained in 
the middle ages, the origins from which contractors rose and the character of the 
agreements into which they entered. ] 


Kucynski (J.). Labour Conditions in Western Europe, 1820- 
1935. London: Lawrence and Wishart, 1937. 9”. Pp. vii + 118. 
4s. 6d. 

[To be reviewed. ] 


Kurt JoHANNSEN (G.) and Krart (H. H.). Germany’s Colonial 
Problem. London: Thornton Butterworth, 1937. 9”. Pp. 96. 
3s. 6d. 


[The authors are Scientific Assistants to the Hamburg and Bremen Chambers 
of Commerce. Of three chapters the first deals with present divisions of the 
world between the Imperial Powers. The second expounds Germany’s Colonial 
Problems, with emphasis on the population problem and that of access to raw 
materials. The efficiency of pre-war German administration is indicated, and 
exaggerated War-time charges are shown to have little or no basis of truth. 
The third chapter, dealing with International Discussion of the Colonial Problem, 
is largely extracts from books and speeches, both German and British, and of 
letters to The Times and other papers. Appendices give some useful statistical 
material (largely from The Economist) and the relevant clauses from the Versailles 
Treaty and the German Reply. The economic argument is at many points 
superficial; the political and psychological case stands on a wholly different 
plane. The book is useful in bringing data together and showing, for example, 
the changes in the pre- and post-war trade of Germany with her Colonies. But 
it could have been much improved by more careful elimination of such fantas- 
tically inaccurate statements as Lord Rothermere’s that Germany was deprived 
“of sources of supply from which before the war she drew 50 per cent. of her import- 
ed raw materials.” The imports of raw materials from the present mandated 
territories represented in 1912 less than 1 per cent. of all German imports in 
that class.] 


Lucas (A. F.). Industrial Reconstruction and the Control of 
Competition. London: Longmans, 1937. 9”. Pp. xi + 384. 15s. 
[To be reviewed. ] 


Macau.ay (N.). Mandates. Reasons, Results, Remedies. Lon- 
don: Methuen, 1937. 73”. Pp. x-+ 213. 6s. 

[The author examines the problem of mandates and the claims of Germany 
for the return of her colonies, chiefly in the light of experience in Tanganyika. 
He claims that the present system is advantageous to the native inhabitants, 
and that access to raw materials is equally given to all purchasers of whatever 
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nationality. He shows that the number of settlers that Tanganyika could accom. 
modate would not exceed some 50,000, and that to talk of the return of colonies 
as simplifying Germany’s population problems is ridiculous.] 


MerepitH (H. O.). Economic History of England. London: 
Pitman, 1937. 9”. Pp. 429. 7s. 6d. 


[This third edition includes a new chapter “‘ The Widening of the Economic 
Struggle, 1900-1936,’ by W. J. Weston.] 


Mitxtarp .(A. D.). The Co-operative Movement. To-day and 
To-morrow. London: The Hogarth Press, 1936. Pp. 61 1s. 6d. 


[Mr. Millard claims that the co-operative movement, which was from the 
first of an anti-capitalist revolutionary nature, is, unknown alike to itself and 
to the rest of the labour movement, destined to have a function complementary 
to that of the political organisation of the working class. It is one of the few 
a organisations which will be preserved in a hypothetical socialised 
uture.] 


Naru (B. V. N.) and Jacanatuacnari (C.). S.LE. & L.O. 
Economic Council. Bulletin No.1. Fragmentation and Consolidation 
of Holdings. Trichinopoly, 8.I., 1936. Pp. 18. As. 8. 


[A brief pamphlet which attempts to indicate the prevalence of fragmentation, 
the decreasing size of holdings and the attempts to redress the evil by legislation 
in the various Provinces of India and in some of the States, and, for purposes of 
comparison, in such countries as Japan, Egypt, Austria, and Switzerland.] 


Narain (B.). Indian Socialism. Lahore: Atma Ram, 1937. 
74”. Pp. 158. 3s. 6d. 


[‘‘ The genesis of Indian Socialism does not lie in the labour theory, which is 
dead; in the theory of surplus value, which is equally dead; in the theory of the 
class struggle, which is worse than useless, since it ignores the struggle for exist- 
ence; or in the economic ideal of a classless society, which can never be realised.” 
‘*‘ Indian socialism must be adapted to Indian requirements,”’ ‘‘It must be 
intensely national, for there is no socialism without swaraj.’’] 


NarayANaswamy Narpv (B. V.). Ten-Year Plan for Agriculture 
Madras: §8.1.E. & L.O.E. Journal, 1936. Pp. 14. As. 4. 


[A consideration of the conditions necessary for the success of the Madras 
Government’s proposed Ten-Year Plan for Agriculture.] 


Paces (H. R.). Co-ordination and Planning in the Local Authority. 
Manchester University Press, 1936. 9”. Pp. 427. 12s. 6d. 
[To be reviewed.] 


P.E.P. Report on the Supply of Electricity in Great Britain. 
London: P.E.P., 1936. 10”. Pp. 171. 6s. (paper boards). 8s. 6d. 
(cloth). 


[Reviewed in this issue.] 


PiumMeER (A.). Raw Materials or War Materials? London: 
Gollancz, 1937. 73”. Pp. 144. 3s. 6d. 


[This book, by the Vice-Principal of Ruskin College, Oxford, falls into two 
parts. In the first the claims of the dissatisfied powers are examined. Investi- 
gation shows that not many of the principal raw materials come from non-self- 
governing colonial territories. Restrictions may come either from Government 
action or from the existence of Cartels. The activities of the various international 
cartels in basic commodities and their effects on prices are closely examined. It 
is suggested that the economic difficulties of the powers that lack colonies do 
not chiefly spring from that cause, and that redistribution will not greatly help 
them. But political and psychological considerations, which are considered in 
Part II, are equally important. The Imperial policies of Japan, Italy and Ger- 
many are considered and the possibilities of the aversion of war by redistribution 
examined. ] 
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Proceedings of the Fourth International Conference of Agricultural 
Economists. London: Oxford University Press, 1937. 9”. Pp. 
xii + 528. 17s. 6d. 

[This attractive and beautifully printed volume contains the record of the 
proceedings of the conference of agricultural economists held at St. Andrews in 
September last. There is a full record of all addresses and of the subsequent 
discussions. The wide range of papers do not easily lend themselves to detailed 
review. They fall into certain main groups concerned with the relation of 
agriculture to industry and the community, with land tenure, with agricultural 
credit, international trade in agricultural products, farm organisation, milk 
marketing, part-time holdings, and consumption of food-stuffs. ] 


Ramatya (A.). The Reserve Bank and Agricultural Credits. 
Madura: The Bureau of Economic Research, 1935. 8}”. Pp. 55. 
Re. i. 

{In nine short chapters the author attempts to measure what a central bank 
can do for agriculture in various ways. There are discussions of the instruments 
of Reserve Bank credit, of the credit needs of agriculture, of the existing credit 
facilities for agriculture. Finally a scheme for an Agricultural Credit Corporation 
is put forward. ] 


Re-adjustment in Lancashire. Manchester University Press, 1936. 
9”. Pp. 137. 4s. 6d. 
[To be reviewed. ] 


Ricuarpson (J. H.). Industrial Employment and. Unemploy- 
‘ment in West Yorkshire. London: Allen and Unwin, 1936. 74”. 
Pp. 142. 6s. 

[To be reviewed. ] 


RoBInson (Joan). Essays in the Theory of Employment. Lon- 
don: Macmillan, 1937. 9”. Pp. vii + 255. 8s. 6d. 
[To be reviewed.] 


Rocuester (A.). Rulers of America. London: Lawrence and 
Wishart, 1937. 9”. Pp. 367. 12s. 6d. 
[To be reviewed.] 


RupMosE Brown (R.N.). The Principles of Economic Geography. 
London: Pitman, 1936. 84”. Pp. 208. 6s. 

{In this new, third, edition all statistical matter has been revised and other 
— been made incorporating various new developments in different 
countries. 


Satter (SiR ARTHUR). Economic Policies and Peace. Merttens 
Lecture, 1936. London: The Hogarth Press, 1936. Pp. 38. 1s. 
_ [In this pamphlet Sir Arthur Salter emphasises the great post-war increase 
in the importance of economic factors in international politics—‘ There is a close 
relation between prosperity and peace.’’ His recommendations include : accept- 
ance of the principle of ‘‘ equal opportunity ” for all nations in British colonial 
policy; an extension of the Mandate System; agreements to restrict the use of 
diplomatic machinery to further trade interests; abolition of State intervention 
in regard to privately negotiated foreign loans.] 


Satter (Sir ArTHuR). World Trade and its Future. London: 
Oxford University Press, 1936. 9”. Pp. 101. 7s. 6d. 
[To be reviewed. ] 


Sarkar (B. K.). The Problem of Correlation between Exchange 
Rates and Exports. Calcutta: Calcutta Oriental Book Agency, 1936. 
Pp. 13 (paper). 

[A study of post-war Indian statistics for the purpose of examining the 
“alleged inverse correlation’? between the exchange rate and the volume of 
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exports (“‘ for in the business world no economic law is more popular”’). The 
author finds the law to be far from a reality and that exports are by no means 
functions of exchange rates alone. ] 


Say (J. B.). Letters to Thomas Robert Malthus on Political 
Economy and Stagnation of Commerce by Jean Baptiste Say. Lon- 
don: George Harding, 1936. Pp. 75. 5s. 


[Any reprint of one of the classical discussions of employment thecry is 
welcome. But Professor Laski has chosen out of the wealth of rather inaccessible 
material one of the least exciting tracts, and one that adds little to Ricardo’s 
well-known Notes on Malthus. Apparently ignorant of a competent trans. 
lation by Richter, also published in 1821, he has printed unrevised an abominable 
piece of hackwork from the Pamphleteer, which, by giving e.g. ‘‘ profit’ for 
** utilité ’’? and “‘ carried to account in a book of competition ”’ for “ livrés & une 
libre concurrence,”’ and by retranslating from the French (often inaccurately) 
the quotations from Malthus, manages to make much of the argument incom. 
prehensible. 


ScwacHerR (G.). Central Europe and the Western World. 
London: Allen and Unwin. 1936. 84”. Pp. 224. 10s. 6d. 


[In these pages a politico-economic analysis is given of the formation of the 
Little Entente, of the Rome Pacts, of the forces distinctive to the Little Entente 
grouping, and of the economic problems of Central Europe. Dr. Schacher calls 
for the assistance and sympathy of the democratic States for the efforts at re- 
construction made by the Little Entente Powers, particularly hoping that “‘ the 
firm determination of a world resolved on peace ”’ will provide ‘‘ the first and most 
important condition for the recovery process.” His other main hope is that Austria 
and Hungary, ‘‘ having renounced all their imperialist romantic dreams, which 
can never be actually realised, would turn, with Italian co-operation, to the task 
of the economic reorganisation of Central Europe.” Events, it may be feared, 
have already made much of Dr. Schacher’s thesis out of date and, in general, 
his book, whilst providing some interesting material on the trade of the countries 
with which he deals, is by so much the less valuable because his hostility to the 
villain of his piece, Nazi Germany, is so obvious. ] 


SEREBRENNIKOV (G. N.). The Position of Women in the U.S.S.R. 
London: Gollancz, 1937. 73”. Pp. 288. 7s. 6d. 
[To be reviewed. ] 


Srvciair (R.). Metropolitan Man. The Future of the English. 
London: Allen and Unwin, 1937. 9”. Pp. 365. 10s. 6d. 


[To be reviewed.] 


Smetiie (K. B.). A Hundred Years of English Government. 
London: Duckworth, 1937. 9”. Pp. 468. 15s. 


[The title of Mr. Smellie’s book hardly does justice to its scope. He has not 
aimed at providing a supplement to Lowell or Low, retelling their story of the 
growth of the governmental machine and bringing it up to date. Throughout 
he has sought to set the whole development in its social background, and to reveal 
the theological and economic forces which have brought about the great extension 
of the State’s administrative machinery in the last hundred years. To fulfil 
this task completely in the pages of a single book of moderate size is impossible, 
but Mr. Smellie has made a gallant effort, and if his judgments often seem too 
summary and his interpretation of events disputable, he can with justice claim 
that he has given life and meaning to the developments he describes. He has 

rhaps made his task still more difficult by adopting a division of his period 
into three main chronological sections (1830-70, 1870-1914 and, after an “‘ Inter- 
regnum 1914-18,” 1918 to the present day), with the consequence that his topics— 
State and Society, Government and Parties, Machinery of Administration— 
have to be restarted thrice over, and that it is difficult to keep track of any single 
thread, more especially in the sections on Administration. But his work is of 
great value to the student of modern England, who will find almost every topic 
of importance in modern English political development dealt with briefly in its 


pages. ] 
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SrracHEY (J.). The Theory and Practice of Socialism. London : 
Gollanez, 1936. 8)”. Pp. 488. 10s. 6d. 


[To be reviewed.] 


Tantn (O.) and Youan (E.). When Japan goes to War. London: 
Lawrence and Wishart, 1936. 8”. Pp. 271. 5s. 


[This is a detailed survey of Japanese resources, economic, military and physi- 
ological, written with the object of forecasting the probable result of a war against 
the U.S.S.R.] 


Tuomson (G. S.). Life in a Noble Household. 1641-1700. Lon- 
don: Jonathan Cape, 1937. 9”. Pp. 407. 12s. 6d. 


[With the household papers of the Bedford family to draw upon, Miss Scott 
Thomson has written a most readable study of the administration of William, 
fifth Earl, and first Duke, of Bedford. His estates ranged from the fens down to 
Cornwall, but they appear but little in this study, which centres round Woburn 
and the household of the Earl. Matters of economic interest are scattered 
throughout the narrative—we come across the fenland system of waterways in 
full working order when we find the fresh fish from Thorney, and the salt and 
coal needed at Woburn coming up to St. Neots by water. We note the wide 
use made of letters of exchange (both to get the revenues of the western estates 
up to London and to pay for the continental education of the Earl’s sons), and 
the gradual supersession of the Earl’s chest by the goldsmith bankers’ vaults as 
the centre of the Earl’s financial system. More might perhaps have been made 
of the material available—it is obvious that here is the basis of a systematic 
study of prices during this period, for example—but as it stands the study is 
most interesting and informative, and adds detail to the generalisations as to 
the development of seventeenth-century England.] 


To-morrow’s Money. London: Stanley Nott, 1937. 73”. Pp. 
286. 5s. 


[This book contains seven essays by seven leading monetary reformers. 
Arthur Kitson, Frederick Soddy, R. McNair Wilson, C. H. Douglas, G. D. H. 
Cole and Jeffrey Mark give some account of their own respective views and J. 
Stewart Barr interprets Silvio Gesell. The reformers have little in common, 
though the Editor, in a concluding chapter, claims for them that they are agreed 
on two counts: that the cause of our own economic ills lies in the monetary 
system, and that the cure lies in the public control of money and the price level. 
He looks not for a synthesis (a strangely mixed brew it would indeed be), but for 
the emergence of an increasingly agreed highest common factor. That is indeed 
probable. For serious students of money have owed much to the initial discon- 
tents and explorations of the reformers. But whether the respectable modera- 
tion of a highest common factor will evoke the same fanatical enthusiasms as the 
original and undiluted creeds, is much to be doubted. ] 


Umpreit (M. H.). Questions and Problems on the Principles of 
Economics. London: McGraw-Hill, 1937. 9”. Pp. xiv + 176. 6s. 


[This is a book of questions for students designed for use with F, 8. Deibler’s 
text-book on the Principles of Economics.] 


Vernon (H. M.). Accidents and their Prevention. London: 
Cambridge University Press, 1936. 9”. Pp. 336. 15s. 

[To be reviewed.] 

VinEBERG (P. F.). The French Franc and the Gold Standard. 
1926-1936. Montreal: McGill University, 1936. 9’. Pp. 95. 55c. 
(paper). 


[To be reviewed. ] 


WHITEHEAD (T. N.). Leadership in a Free Society. London: 
Oxford University Press, 1936. 9’. Pp. xv -+ 266. 10s. 6d. 
[To be reviewed.] 
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Wittcox (0. W.). Can Industry Govern Itself? An Account of 
Ten Directed Economies. London: Allen and Unwin, 1936. 8’, 
Pp. 285. 10s. 

[To be reviewed.} 


American. 


ANDERSON (B. M.). Value of Money. New York: R. R. Smith, 
1936. 9”. $2.50. 


[This reprint of a book first published in 1917 has a new foreword by Professor 
B. H. Beckhart.] 


AnpREwS (J. M.). Siam. Second Rural Economic Survey, 1934- 
1935. Harvard University, Peabody Museum, 1936. 93”. Pp. 
viii + 396. 


[Mr. Andrews, an associate in anthropology of the Peabody Museum in 
Harvard University, has been responsible for the preparation for publication of 
the results of a series of village studies made in Siam during the years 1933-4, 
Forty households in each of some forty-two villages were studied. Expenditure 
and income were separately inquired and used as a check on each other. So far 
as possible, extraordinary income and expenditure were distinguished from the 
recurrent items, and a profit and loss calculated. Cost and incomes from different 
trades and expenditure on a great variety of different objects were analysed. 
The introductory chapter includes the income and expenditure of an “‘ average” 
Siamese. To those familiar with Indian studies the figures of interest charges, 
ecclesiastical and social costs, and gambling losses in total equal to more than 
three quarters of the expenditure on food bought, will be interesting.] 


Ewvenorr (H.). How to Create More Jobs than Men without 
Cost to Government. New York: H. Ellenoff, 1936. Pp. 46. 25c. 
[Mr. Ellenoff, whose prophet is Henry George, explains all the United States 


economic troubles by the fact that the number of landowners is decreasing, while 
the most valuable land is steadily concentrating into fewer and fewer hands. ] 


GeIcER (G. R.). The Theory of the Land Question. New York : 
The Macmillan Company, 1936. 8”. Pp. 237. 8s. 6d. 
[To be reviewed.] 


Hopkins (W. S.). Seasonal Unemployment in the State of 
Washington. Seattle, Washington: University of Washington Publi- 
cations in the Social Sciences, 1936. Pp. 80. 

[This is one of a number of similar studies made in various states on regional 
labour market problems in relation to the development of social security policies. 
Questions that arise relate to the number of seasonal workers that will draw 
benefit, the extent of dovetailing, the future importance of seasonality. The 
author concludes that in the State of Washington three-quarters of the seasonal 
workers will be eliminated by the requirement of a six-week waiting period, while 
others will be excluded because their working season is too short; that dove- 
tailing does not at present constitute an adequate solution; that the whole 
problem is of increasing gravity. ] 


Mitts (F. C.). Prices in Recession and Recovery. A Survey of 
Recent Changes. New York: National Bureau of Economic Research, 
(Macmillan), 1936. 9”. Pp. xv + 581. 16s. 

[To be reviewed.] 

Netsser (H.). Some International Aspects of the Business Cycle. 
Philadelphia : University of Pennsylvania Press, 1936. 9”. Pp. 176. 
$2.50. 

[To be reviewed.] 
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Newcomer (M.). Central and Local Finance in Germany and 
England. New York: Columbia University Press (Oxford Univer- 
sity Press), 1937. 9”. Pp. xi+ 376. 17s. 6d. 


[To be reviewed.] 


A Reading List on Business Administration. Dartmouth College : 
The Amos Tuck School of Administration and Finance. Pp. 62. 30c. 
[This short list is confined mainly, but not exclusively, to American books. 
There is a useful short summary indicating what may be found in each volume 


mentioned. The books are divided under nine main headings, each with some 
half-dozen sub-headings. ] 


Ryan (F. L.). Industrial Relations in the San Francisco Building 
Trades. Norman: University of Oklahoma Press, 1937. 93”. Pp. 
ix + 241. $3.00. 

[The author, Associate Professor of Economics in the University of Oklahoma, 
has made a number of earlier intensive studies of labour conditions in specific 
areas and industries in the United States. The present book describes the history 
of the development of craft unionism in the San Francisco building trades, its 
weaknesses, and finally the transition to industrial unionism and the rise of a 
labour party. It is an admirable study of its own special field.] 


TaRBELL (I. M.). The Nationalisation of Business. 1878-1898. 
(A History of American Life. Vol. IX.) New York: The Macmillan 
Company, 1936. 84”. Pp. xvi+ 313. 20s. _ i 

[To be reviewed.] 


Witson (H. F.). The Hill Country of Northern New England. 
Its Social and Economic History, 1790-1930. New York: Columbia 
University Press (Oxford University Press), 1936. 83”. Pp. xiv + 
455. 21s. 


[The area dealt with by the author comprises most of the three Northern 
States of New England, and Vermont and New Hampshire in particular. 
Throughout its history the area has been repeatedly compelled to readjust itself 
to changing conditions. The first phase, lasting until about the eighteen-thirties, 
was a period of self-sufficiency ; the second was a transitional period of commercial 
agriculture; the third was one of a decline in rural population, while the last and 
most recent twentieth-century phase was one in which specialisation has been 
accentuated on the farms that continue to be occupied.] 


Worman (L.). Ebb and Flow in Trade Unionism. New York: 
National Bureau of Economic Research (Macmillan), 1936. 9”. Pp. 
xv + 251. 10s. 6d. 

[To be reviewed.] 


French. 


Arration (A.). L’Equilibre dans les Relations Economiques 
Internationales. Paris: F. Lovition, 1937. 9”. Pp. 466. 


[To be reviewed.] 


Barsey (E.). Les principaux Aspects du Probléme de la Balance 
des Comptes dans I’Economie générale. Paris: Sirey, 1936. 93”. 
Pp. 274. 6 frs. 

[To be reviewed.] 

Bousquet (G.-H.). Institutes de Science Economique. Tome 


III. La Production et son Marché. Paris: M. Riviere, 1936. 9”. 
Pp. xv + 382. 37 frs. 
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Faris (B. A.). Electric Power in Syria and Palestine. Beirut, 
Lebanon: Oxford University Press, 1936. 93”. Pp. xx + 367. 
[This is No. 9 of the Social Science Series of the American University of Beirut, 
The author, an Adjunct Professor of the University, has done his work with 
commendable thoroughness. He has studied the existing undertakings, the 
tential demand and the potential sources of power, as well as problems of 


regulation. ] 

Fauceras (J.). Les Fruits & Grumes. Paris: 1936. Pp. 15. 
7 frs. 

GraziaDEI (A.). Le Capitalet la Valeur. Critique des Théories de 
Marx. Paris: R. Pichon and R. Durand-Auzias, 1936. 8”. Pp. 


387. 
[To be reviewed.] 


Lett (G.). Henri Cernuschi. Sa Vie, Sa Doctrine, Ses Oeuvres. 
Paris : Les Presses Universitaires de France, 1936. 9”. 30 frs. 

[Cernuschi, 1821-1896, is best known as one of the protagonists in the bi- 
metallic controversies of the ’seventies and eighties. ] 


Movurre (B.). Les Fluctuations de l’Activité Economique. Les 
Périodes de Longue durée et les Crises. Paris: Felix Alcan, 1936. 
9”. Pp. 252. 

[To be reviewed. ] 


Belgian. 


Bibliotheque de la Banque Nationale de Belgique. Catalogue 
Analytique. Index Onomastique. Brussels: La Banque Nationale 
de Belgique, 1933. Pp. xi + 895 + 314 + 118. 

[This Catalogue of the Library of the Banque Nationale de Belgique is printed 
on loose sheets and bound in a locked cover which can take added pages at 
intervals. The Subject Catalogue is printed to show annual additions, each year 
in alphabetical order, under a wide range of headings. The Library would 
appear to be large, but somewhat unevenly distributed over subjects. English 
and American books are in general well represented. The Subject Catalogue 
might prove useful to many who will never work in the Library itself. The 
Author Catalogue is a single catalogue with a supplement for the most recent 


years. } 


Mrvevr (J.). La Réglementation conventionnelle des Salaire en 
Belgique. University of Louvain: J. Duculot, 1936. 10”. Pp. 328. 


Dutch. 


Exsas (M. J.). Umriss einer Geschichte der Preise und Lohne in 
Deutschland. Volume I. Leiden: A. W. Sijthoff, 1936. 10’. Pp. 
x + 808. fl. 12.50 (bound); fl. 14 (unbound). 

[To be reviewed. ] 


German. 


BURKHEISER (K.). Grenzen des Staatskredits. Berlin: Bank- 
Verlag, 1937. Pp. 101. Rm. 4. 


[The classical doctrine of automatic recovery from a depression, which the 
author analyses and criticises, has been disproved by the events of the last five 
years. The.State, controlling banking policy, by means of cheap money when 
desirable, can regulate the volume of investment, being limited only by the 
factors of production available and the volume of individual savings forthcoming. 
It should aim at minimising cyclical fluctuations, which are wrongly regarded as 
inherent in the capitalist system.] 
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Gestrick (H.). Neue Kreditpolitik. Stuttgart: W. Kohlham- 
mer, 1936. 9”. Pp. 95. Rm. 3.60. 


[The subject is treated on the same lines as in Burckheiser’s pamphlet. Con- 
clusions are drawn as to the future of the banking system and the réle of the State 
in a country’s financial system. ] 


GLANZEL (G.). Die Wirtschaft der Tschechoslowakei in ihren 
Beziehungen zu Deutschland. Hamburg: Friedrich Priess, 1936. 
8”. Pp. 179. 


[A detailed statistical survey- of the economic structure of Czechoslovakia 
(population, agriculture, industry, banking system, etc.) is followed by an ex- 
amination of its trade with foreign countries, in particular with Germany; ways 
and means of increasing the economic relations between the two countries are 
discussed. 


Harms (B.). Universitaéten Professoren und Studenten in der 
Zeitenwende. Jena: Gustav Fischer, 1936. 8}”. Pp. 58. Rm. 
1.60. 


[An inaugural address concerned primarily with current politics.] 


Hennic (R.). Verkehrsgeschwindigketten in ihrer Entwicklung 
bis zur Gegenwart. Stuttgart: Ferdinand Enke, 1936. 8”. Pp. 
140. Rm. 5. 


[A history of the development of the means of communication and transport 
from the point of view of the craze for speed.] 


Heyer (F.). Das Neue England. Volkswohlfahrt und Volk- 
swirtschaft im Umbau. Jena: Gustav Fischer, 1936. 9}”. Pp. 
272. Rm. 10. 

[To be reviewed.] 


Keynes (J. M.). Allegemeine Theorie der Beschaftigung, des 
Zinses und des Geldes. Munich: Duncker & Humblot, 1936. 93”. 
Pp. xi + 344. Rm. 14 (paper). 


[A translation by Mr. Waeger, with a special preface and a glossary of English 
and German equivalents. ] 


Kruse (A.). Technischer Fortschritt und Arbeitslosigkeit. 
Munich : Duncker und Humblot, 1936. 9”. Pp. 82. Rm. 3.80. 

[Some economists would suggest that technological improvements must lead 
to prolonged unemployment, because wages and costs are not sufficiently elastic, 
others that such unemployment is only temporary and that the resources thus 
set free can be reabsorbed at a higher level of productivity. The author belongs 
to this second group. He examines the effects of rationalisation according as 
the demand for capital remains constant or increases, and he advocates central 
planning in order to secure the maximum benefit to the community as a whole.] 


Lutz (F.). Der Grundproblem der Geldverfassung. Stuttgart : 
W. Kohlhammer, 1936. 9”. Pp. 96. Rm. 3.90. 


[This book is concerned with the problem of the supply of credit and money. 
The English, American and German systems are examined, and an account is 
given of their respective methods of solving the problem of credit control since 
1931, and also of the Chicago plan of banking reform.] 


MELLEROWICcz (K.). Kosten und Kostenrechnung. II. Kosten- 
rechnung. (i) Grundlagen und Verfahrensweisen. ii. Anwendung. 
Berlin: de Gruyter, 1936. 9”. Pp. viii + 266, iv + 266. Rm. 9.0 
(each volume). 

[To be reviewed. ] 
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Mutter (W.). Der Kreis Pinneberg. (Eine po itische Wirt- 
schaftsgeschichte.) Hamburg: Paul Evert, 1936. 9”. Pp. 103. 

[An essay on the political and economic history of Pinneberg, a district in 
Schleswig-Holstein, from the 14th century to the present day.] 


Prister (B.). Sozialpolitik als Krisenpolitik. Stuttgart: W. 
Kohlhammer, 1936. 93”. Pp. viii + 283. Rm. 9.00. 
[To be reviewed. ] 


Quack (W.). Probleme der Meistbegiinstingung. Hamburg : 


Paul Evert, 1936. 9”. Pp. 96. 

[The year 1937 presents a very different picture from 1914, and the modern 
tendency is to regard the Most-Favoured-Nation Clause as an antiquated survival 
of the pre-war era. The author draws a distinction between conditional and 
unconditional most-favoured-nation treatment, elaborating the arguments for 
and against each. He gives numerous examples of exceptions and limitations 
to the clause, and discusses its relation to preference and quota systems. He 
denies that its application is no longer possible but holds that it is conditional 
upon greater elasticity and upon greater political stability.| 


RicHTER-ALTSCHAFFER (H.). Volkswirtschaftliche Theorie der 
6ffentlichen Investitionen. Munchen: Duncker und Humblot, 1936. 
93”. Pp. 155. 

[To be reviewed.] 

Wirss (L. v.). Sozial, geistig und kulturell. Eine grundsatzliche 
Betrachtung uber die Elemente des zwischenmenschlichen Lebens. 
Leipzig: Hans Buske, 1936. 8”. Pp. 31. Rm. 0.90. 


[A short treatise on the nature and functions of the Science of Sociology.] 


Wotrr (C.). Amerikanischer Sozialismus? Miinchen: Duncker 
und Humblot, 1936. 9”. Pp. 64. Rm. 3.20. 


[An essay on the social structure and the political and economic life of the 
United States. These present a peculiar problem, owing to the lateness and 
rapidity of their development and the conglomeration of races within their 
borders. The Marxian conception of the class struggle does not apply here and 
is incompatible with the traditions of revolutionary individualism. America 
will evolve her own particular brand of Socialism.] 


Zapp (T.). Konjunkturtheorie und Konjunkturpolitik. Wiirz- 


burg: C. J. Becker Universitits-Druckerei, 1936. Pp. viii + 167. 
[To be reviewed.] 


Austrian. 


ConraD (0.). Der Ausgangspunkt der Theorie des internationalen 
Handels. Vienna: Franz Deuticke, 1937. Pp. 28. Rm. 1. 


[This short pamphlet seeks to reconcile the theories of Ohlin and Haberler 
as put forward in “‘ Interregional and International Trade” and “ Der inter- 
nationale Handel ”’ respectively. Conrad considers that both these works con- 
tain some truth, but that their authors go wrong in making certain unrealistic 
assumptions. The theory of international trade must be brought up to date.] 


Swiss. 


Festgabe Fritz Fleiner. Ziirich: Polygraphischer Verlag, 1937. 
9”. Pp. 432. 12 fr. 


Italian. 


Amantia (G.). I prezzi multipli. Catania. Studio Editoriale 
Moderno. 10 
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Barone (E.). Le opere economiche. Vol. I. Scritti vari. Vol. 
II. Principi de economia politica. Bologna: N. Zanichelli, 1936. 
Pp. xix + xviii + 456 + 720. 

[To be reviewed.] 

Ernavpi (L.). (Ed.) Paradoxes Inédits du Seigneur de Malestroit 
touchant les Monnoyes avec la Response du President de la Tourette. 
Turin : Giulio Einaudi, 1937. Pp. 164. 

[To be reviewed.] 


DE Francisct GERBINO (G.). Sulla concezione dell’interesse 
generale. Palermo: Ires, 1936. Pp. 54. 


Mrnotett1 (B.). La Limitazine della Concorrenza nella Marina 
Libera da Carico. Udine: Istituto delle Edizioni Accademiche, 1936. 
9”. Pp. 267. 251. 

[A well-informed book on international agreements to restrict competition in 
tramp-shipping. The relevant documents are reproduced in English in the 
Appendix. ] 

MrinotetTT! (B.). Il Regime Internazionale dei Porti e il Protezion- 
ismo Marittimo. Genoa: La Marina Italiana, 1936. 94”. Pp. 75. 
10 1. 

[A pamphlet dealing with flag discrimination.] 

OrrotencHt (C.). Elementi di semiologia economica. Parte 
generale. Milano, Societ&é Editrice Libraria. Pp. xii + 359. 40 1. 


PANTALEONI (M.). Studi storici di economia. Bologna: N. 
Zanichelli, 1936. Pp. x + 535. 


TREMELLONI (R.). L’industria tessile italiana. Turin, 1937. 8}”. 
Pp. 294. 


Votre (L.). Studi sulla teoria dell’equilibrio dinamico generale. 


| Napoli, Jovene. Pp. 122. 181. 


Roumanian. 


Vasitiu (V.G.). The Income Tax in Great Britain and Roumania. 
Bucharest : I. C. Vacarescu, 1936. 93”. Pp. 416. 


[This Thesis submitted for the London University Ph.D. is by the assistant 
director of the income divisionin Roumania. The first half of the book is concerned 
with the history and present structure of the two systems; the second with a 
comparative analysis of the 1931 Roumanian system and the present British 
one, in terms of Prof. Seligman’s objective-subjective method of approach (other 
methods having been rejected). The advantages of such a comparative method 
of study are not clear.] 


Japanese. 


(C.). AShort History of Anglo-Japanese Relations. Tokyo: 
The Hokuseido Press, 1936. 8”. Pp. iv + 83. 

[An outline and bibliography of the most notable periods and events in the 
course of the economic and diplomatic relations between Great Britain and 
Japan, from 1600 to the present day.] 


Official. 
BRITISH. 


Agreement between the U.K. and the Argentine Government 
relating to Trade and Commerce. London: H.M. Stationery 
Office, 1936. 93”. Pp. 76. 1s. 3d. 
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Board of Trade. Statistical Abstract for the United Kingdom. 
London: H.M. Stationery Office, 1937. Pp. 426. 6s. 6d. 


Board of Trade. Statistical Abstract for the British Empire. 
For each of the ten years 1926 to 1935. London: H.M. Stationery 
Office, 1936. Pp. 331. 5s. 


Board of Trade. Report of a Committee Appointed by the 
Board of Trade on the Cinematograph Films Act, 1927. London: 
H.M. Stationery Office, 1936. Pp. 41. 9d. 


Ministry of Agriculture and Fisheries. Milk. Report of 
Reorganisation Commission for Great Britain. London: H.M. 
Stationery Office, 1936. Pp. 362. 1s. 


[Reviewed in this issue.] 


Ministry of Labour. Absorption of the Unemployed into 
Industry. London: H.M. Stationery Office, 1936. Pp. 10. 2d. 


Public Social Services. (Total Expenditure under certain Acts 
of Parliament.) London: H.M. Stationery Office, 1936. Pp. 20. 
4d. 


Report on Customs and Excise for the Year ended 31st March, 
ee London: H.M. Stationery Office, 1936. 93”. Pp. 218. 
3s. 6d. 

Ministry of Finance, Egypt. Index Numbers of Wholesale 
Prices in Egypt, 1930-1935. M. E. Darwisu. Cairo: Govern- 
ment Press, 1936. Pp. 3. 

[This pamphlet compares the Egyptian index of wholesale prices with the 


British ‘“‘ Economist ’’ index, for the purpose of confirming the author’s earlier 


a priori conclusion as to the misleadingness of the Egyptian index. A new 
Egyptian index number on a chain base system is being prepared.] 


AMERICAN. 
U.S. Department of Commerce. Foreign Trade of the United 
States. 1935. Washington: United States Government Print- 
ing Office, 1936. Pp. 176. 


U.S. Department of Labour. Labor Laws and Their Adminis- 
tration. Washington: United States Printing Office, 1936. 9”. 
Pp. 196. 20c. 


US.S.R. 
State Planning Commission of the U.S.S.R. The Second Five- 
Year Plan for the Development of the U.S.S.R. (1933-1937). 
(Moscow: Co-operative Publishing Society of Foreign Workers 
in the U.S.S.R., 1936. 83”. Pp. lvi + 671. 
[To be reviewed. ] 


LEAGUE OF NATIONS. 


Balances of Payments, 1935. Geneva: Allen and Unwin, 
1936. Pp. 176. 6s. 

[The 1935 issue of this important publication, classifies data for 29 countries, 
under 30 headings, visible and invisible. Two new countries, Palestine and the 
U.S.S.R., are inchided. The initiative of the League in publishing this volume is 
leading to an improvement in the collection and arrangement of data by individual 
countries. ] 
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International Trade in certain Raw Materials and Foodstuffs 
by Countries of Origin and Consumption. Allen and Unwin, 
1936. 103”. Pp. 146. 4s. 


{This volume, the first of its kind, is an attempt to increase the comparability 
of international trade statistics by the provision, for all countries, of import data 
by country of origin. Governments were asked to provide such information in 
1934, and the volume gives statistics for 42 countries, of 35 commodities, princi- 
pally raw materials and foodstuffs. Figures of total exports for each particular 
commodity are given to check the completeness of the import figures. ] 


International Trade Statistics, 1935. Geneva: Allen and 
Unwin, 1936. 103”. Pp. 370. 10s. 


INTERNATIONAL LABOUR OFFICE. 


International Labour Conference. Report of the Director. 
Geneva: International Labour Office, 1936. Pp. 91. 


[This Report, for the year 1935, has chapters on the general world economic 
recovery; the curbing of unemployment; national social and industrial policies 
(including a section on the State organisation of industry); and the International 
Labour Organisation in 1935. Mr. Butler notes the significance to labour of the 
tendency to measure general economic well-being in terms of the amount of 
unemployment, as also the ‘increasing respectability of ‘‘ expansionist ’’ policies. 
He thinks the general outlook for the I.L.O. is encouraging. | 


World Statistics of Aliens. A Comparative Study of Census 


Returns. 1910-1920-1930. Geneva: P. S. King, 1936. 93”. 
Pp. vii + 252. 10s. 6d. 


The Social Consequences of the Economic Depression. W. 
Woytinsky. Geneva: P. S. King, 1936. Pp. xi + 364. 
7s. 6d. 

[To be reviewed. ] 
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